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PART  I 


SOME  GENERAL  ASPECTS  OF  MUNICIPAL  FINANCE 


1 


1.  MUNICIPAL  ORGANIZATION 

Municipal  institutions  in  Canada  are  under  tile 

1 

jurisdiction  of  the  provinces  and  derive  their  con¬ 
stitutions  and  powers  from  the  various  provincial 
legislatures.  Municipal  constitutions  may  he  either 
special  acts  granting  city  charters,  or  general  acts 
setting  up  all  municipal  institutions.  Since  the 

provinces  create  the  municipal  units  they  generally 

2 

assume  some  measure  of  responsibility  for  them. 

Broadly  speaking,  the  municipalities  are  responsible 
for  carrying  out  their  granted  powers. 

To  provide  for  the  broad  municipal  services 
each  province  is  divided  into  a  variety  of  municipal 
units,  the  type  being  determined  largely  by  the  popu¬ 
lation  density  of  various  areas.  Although  there  are 
differences  in  the  various  provinces,  the  following 
divisions  usually  prevail  -  Cities,  Towns,  Villages 
and  Municipal  Districts.  The  four  eastern  provinces 
of  Ontario,  Quebec,  Nova  Scotia  and  New  Brunswick  are 
also  variously  divided  into  Counties.  Certain  sparsely 

1.  British  North  America  Act,  1867.  Sec.  92. 

2.  Goldenberg,  H.C.,  Municipal  Finance  in  Canada. 

A  Study  Prepared  for  the  Royal  Commission  on 
Dominion  Provincial  Relations,  p.  2. 
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populated  areas  of  Alberta,  Saskatchewan  and  Ontario 

are  administered  directly  by  the  province  and  are 

1 

designated  as  Improvement  Districts.  The  provinces 
have  been  further  divided  into  special  divisions  to 
provide  school  and  hospital  services.  The  boundaries 
of  the  school  and  the  hospital  divisions  may  or  may  not 
coincide  with  those  of  the  municipality. 

One  of  the  chief  problems  of  municipal  admini¬ 
stration  is  that  of  making  expenditure  fit  revenue,  or, 

as  is  often  the  case,  trying  to  find  revenue  to  cover 
2 

spending.  In  Canada,  the  elected  municipal  council  has 
power,  subject  to  constitutional  limitations,  to  budget 
for,  collect  and  disburse  general  municipal  funds.  The 
council’s  overall  control  over  municipal  finance  is 
limited  by  the  existence  of  other  autonomous  elected 
bodies,  such  as  the  School  Board.  School  appropriations, 
which  comprise  from  30  to  50 °Jo  of  the  municipal  budget, 
are  prepared  and  disbursed  by  the  School  Board.  The 
School  budget  is  presented  to  council,  who  are  respon¬ 
sible  for  collecting  the  revenue  to  meet  the  school 
appropriations.  An  exception  is  found  in  the  case  of 
the  Alberta  village  school  districts  where  the  School 

1.  Ibid.,  p.12. 

2.  Munro,  W.B.,  Principles  and  Methods  of  Municipal 
Administrations,  p.  404. 
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Board  has  the  power  to  collect  its  own  taxes. 

The  county  scheme  recently  proposed  in  Alberta, 
if  it  becomes  operative,  will  have  the  effect  of  con¬ 
solidating  control  of  all  finance  under  the  council. 
Under  such  a  scheme  the  present  duties  of  the  School 
Board  will  be  performed  by  a  committee  of  the  council. 

1.  Bill  No.  50  of  1950  -  to  enact  the  County  Act  - 
Legislative  Assembly  of  the  Province  of  Alberta. 
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2.  MUNICIPAL  EXPENDITURE 

In  general,  the  provision  of  fire  and  police 
protection,  the  provision  of  roads  and  streets,  sewage, 
water  supply  and  control  of  real  estate,  buildings, 

nublic  parks,  libraries  and  hospitals  and  education  are 

1 

all  matters  of  local  urban  government.  It  is,  then,  on 

these  matters  that  municipalities  spend  their  money. 

The  proportion  spent  upon  each  item  varies  according  to 

the  community,  and  has  varied  considerably  over  time. 

The  amounts  spent  in  Edmonton  in  1948  may  illustrate 

2 

these  proportions. 


General  Government  6.9  % 

Construction  and  Maintenance  7.3 

Protection  to  Persons  &  Property  14.7 

Sanitation  and  Garbage  8.1 

Health  and  Public  Welfare  7.3 

Recreation  &  Community  Services  7.3 

Debt  15.0 

Education  32.5 

Other  Miscellaneous  Expenditure  .9 


100. 0% 

There  has  been  a  marked  trend  of  increased 
spending  by  urban  municipal  units  in  the  last  forty 
years.  This  may  be  accounted  for  in  part  by  the  fact 
that  urban  populations  have  been  increasing  far  more 


1.  Goldenberg,  H.C.,  Municipal  Finance,  A  Study  Prepared 
for  the  Royal  Commission  on  Dom.  Prov.  Relations, p. 2. 

2.  City  of  Edmonton  Financial  Reports, 1948,  p.26. 
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rapidly  than  rural  populations.  Between  the  years 

1931  -  1941,  60%  of  Canada1 s  increased  population  was 

1 

absorbed  by  urban  areas.  In  the  period  1901  -  1941, 

Canada1 s  urban  population  increased  from  37%  to  55% 

of  the  total  population. 

The  increase  in  the  population  of  Edmonton  has 

been  particularly  rapid,  especially  within  the  last  few 

years.  In  1948,  the  population  of  Edmonton  was  102% 

greater  than  in  1921;  however,  during  the  same  time  the 

2 

provincial  population  increased  slightly  over  40%. 

Yet  the  population  increase  in  general  does  not 

account  for  all  the  increase  in  spending  for  "the 

financial  needs  of  cities  have  been  increasing  more 

"3 

rapidly  than  population.  This  may  be  accounted  for  by 
the  expansion  in  services  supplied  by  municipal  govern¬ 
ments,  especially  in  urban  areas.  Expansion  has  been 
most  marked  in  the  whole  field  of  constructive  social 


1.  Canada  Year  Book,  1947,  p.  101. 

2.  Ibid.,  and  Edmonton  Financial  Statements, 1948,  p.5. 

3.  Neff,  F.A.,  Municipal  Finance,  McG-uin  Publishing 
Co.,  Wichita,  1939,  p.5. 
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services,  such  as  education,  health  and  social  welfare. 

We  have,  to  some  extent,  committed  our  govern¬ 
ments  to  providing  at  least  a  subsistence  standard  of 

living  for  all.  The  services  of  relief  and  aid  to  the 
long 

indigent  have  been  looked  upon  as  a  local  responsibility. 
However,  at  one  time,  these  items  were  partly  controll¬ 
able  by  the  local  authorities  but  with  our  expanding 
and  interdependent  economy,  local  control  over  these 
matters  has  diminished. 

During  the  depression  of  the  thirties,  urban 
municipalities  in  particular  found  themselves  saddled 
with  the  very  heavy  expenditures  for  relief  and  aid  to 
the  indigent.  The  senior  governments,  realizing  that 
the  problem,  aggravated  by  the  depression,  had  grown 

beyond  the  capacity  of  the  local  governments,  contri- 

2 

buted  from  55  -  70$  of  the  unemployment  relief  costs 
to  the  cities  concerned.  In  the  drought  areas  of 
Saskatchewan,  contributions  to  some  municipalities 
were  little  short  of  100  per  cent. 

1.  Goldenberg,  H.C.,  Municipal  Finance,  A  Study 
Prepared  for  the  Royal  Commission  on  Dom.  Prov. 
Relations,  p.39. 

2.  Ibid.,  p.69. 
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For  the  eleven  years  from  1930  -  1940  the  total 

relief  costs  in  Edmonton  amounted  to  $>9,944,000.  The 

combined  Dominion  and  Provincial  Government  contributions 

amounted  to  $5,927,000,  while  the  remaining  $4,017,000 

had  to  be  provided  by  the  city  itself.  The  city  was 

forced  to  borrow  $1,200,000  on  long  term  debentures  to 

1 

meet  their  share  of  the  relief  costs. 

The  Dominion  Government  has  now  partly  shouldered 

the  burden  of  unemployment  relief  for  the  employables 

2 

in  the  form  of  a  contributory  insurance  scheme.  This 
leaves  the  problem  of  the  unemployables  and  employables 
whose  benefits  have  been  exhausted,  with  the  local 
governments. 

The  Provinces  have  relieved  the  municipalities 
in  varying  degrees  of  the  costs  of  indigent  relief, 
mothers*  allowances  and  old  age  pensions.  They  have  also 
generally  shouldered  part  of  the  municipal  hospitaliz¬ 
ation  costs  and  have  taken  over  the  whole  cost  of  treat¬ 
ment  of  special  diseases,  such  as  tuberculosis,  cancer 
and  mental  illness. 

1.  Edmonton  Financial  Reports,  1940,  p.  9. 

2.  The  Unemployment  Insurance  Act  came  into  operation 
on  July  1,  1941. 
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Education,  the  heaviest  item  of  municipal  expend¬ 
iture,  is,  however,  still  largely  supported  out  of  local 
revenues,  especially  in  urban  areas.  In  all  provinces 
there  is  a  system  of  grants  from  the  provincial  govern¬ 
ment  to  the  municipality  concerned.  While  there  is 
little  uniformity  in  the  systems  of  school  grants  through¬ 
out  Canada,  there  has  been  a  definite  tendency  for 
provincial  governments  to  shoulder  a  larger  proportion 
of  the  total  education  costs  in  their  respective 
provinces.  British  Columbia,  Ontario  and  New  Brunswick 
are  providing  grants  which  approximate  one  half  of  the 

total  costs.  In  1947,  Alberta’s  grant  amounted  to  29% 

1 

of  total  education  costs  in  the  Province;  successive 
increases  since  1947  have  raised  the  proportion  to  over 
35%.  Provincial  grants  generally  embody  the  principle 
of  equalizing  the  educational  opportunities  in  the 
province,  and  therefore  usually  provide  less  relief  to 
the  urban  municipality.  Thus  the  Provincial  education 
grant  to  Edmonton  for  1948  only  amounted  to  10.6%  of 

1.  Submission  of  the  City  of  Edmonton  to  the  Royal 

Commission  on  Taxation  in  Alberta,  October, 1947 ,p. 27. 
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1 

the  total  education  costs  of  the  city. 

The  development  of  the  motor  industry  and  the 

widespread  use  of  the  motor  vehicle  has  necessitated 

a  great  and  continuing  expansion  in  the  construction 

and  improvement  of  roads  and  streets.  All  provincial 

governments  have  nov/  assumed  responsibility  for  main 

highways  and  most  secondary  roads  within  their  own 

territory.  This  has  relieved  the  burden  somewhat  for 

the  rural  municipal  unit;  however,  as  city  roads  and 

streets  are  still  purely  a  local  matter  there  has  been 

no  easing  of  the  financial  burden  for  the  urban  units. 

The  costs  of  these  improvements  are  a  continuing  heavy 

burden  on  the  expanding  and  comparatively  new  western 

urban  units.  The  cost  of  construction  and  upkeep  of 

city  roads  and  streets  is  particularly  expensive  in 

Edmonton  owing  to  the  extensive  system  of  roads  needed 

to  serve  the  populated  areas.  In  1947  Edmonton  had 

1370  miles  of  roads  and  streets,  while  Calgary  had  only 
2 

530  miles. 

1.  Edmonton  Financial  Reports,  1948,  pp.  65  -  70. 

2.  Annual  Report  of  the  Department  of  Municipal  Affairs, 
Alberta,  1947,  p.  11. 
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At  this  point  it  may  be  noted  that  many  cities 

feel  that  some  part  of  the  cost  of  street  maintenance 

should  be  borne  by  the  provincial  government,  which 

collects  the  gasoline  tax  and  license  fees  from  many 

motor  vehicles  that  are  used  almost  entirely  within  the 
1 

city.  It  was  the  opinion  of  the  Judge  Commission  that 

the  costs  of  arterial  highways  through  Alberta  cities 

should  be  "a  matter  for  consultation  and  negotiation 

between  the  province  and  the  cities  as  to  what,  if  any, 

2 

distribution  of  costs  should  be  made”. 


1.  Goldenberg,  H.C.,  Municipal  finance.  A  Study 
Prepared  for  the  Royal  Commission  on  Dom.  and  Prov. 
Relations,  1939,  p.  34. 

2.  Report  of  the  Royal  Commission  on  Taxation,  Alberta 
Government  Sessional  Paper,  No.  71,  1948,  p.  83. 
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3.  MUNICIPAL  REVENUE 

The  sources  of  revenue  available  to  the  municipal 

unit  are  limited  and  are  comprised  of  taxes  on  business, 

personal  property  and  public  utilities,  also  licenses, 

fees,  rentals,  grants  from  senior  governments,  and 

finally  yet  most  important,  the  taxes  obtained  from  a 

levy  on  general  property. 

Business  taxes  are  general  in  most  Canadian 

cities  and  are  levied  upon  occupants  of  business 

premises,  on  one  of  the  following  bases;  the  assessed 

value  of  the  premises,  the  floor  space  occupied,  or  the 

1 

rental  value  of  the  premises.  Some  cities  apply  a  rate 
classified  according  to  the  type  of  business  carried  on, 
while  others  levy  a  flat  rate,  on  the  assessment.  The 
business  tax  yielded  an  average  of  only  6.17$  of  the 
total  revenue  in  Edmonton  for  the  years  1946  -  48. 

This  source  of  revenue  is  dealt  with  in  detail  in 
Part  II  of  this  work. 

1.  t>oldenberg,  H.  C. ,  Municipal  Finance^.  Study  prepared 
for  the  Royal  Comm,  on  Dorn.  Prov.  Relations,  1939, 
p.  34. 
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Personal  property  taxes  are  generally  provided 
for  in  provincial  legislation,  but  these  taxes,  on  the 
whole,  have  not  been  used  a  great  deal  owing  to  the 
administrative  difficulties.  Some  rural  municipalities 
have  recently  instituted  the  personal  property  tax  as  a 
means  of  taxing  oil  drilling  rigs  and  equipment.  (Muni¬ 
cipal  Divisions  of  Leduc,  Smoky  Lake  and  Sturgeon). 

The  poll  tax,  like  the  personal  property  tax,  has 
not  been  employed  by  many  municipalities  as  this  tax  is 
largely  a  nuisance  tax  yielding  little  revenue. 

A  number  of  municipal  units,  particularly  urban 
ones,  own  their  utilities  and  use  the  profits  from  these 
enterprises  to  supplement  their  general  revenue  fund. 

This  brings  up  the  point  of  whether  it  is  equitable  to 
collect  revenue  from  utility  users  in  this  way.  The 
general  feeling  is  that  municipal  utilities  should  con¬ 
tribute  a  portion  of  revenue,  equal  in  amount  to  that 
which  they  would  have  paid  in  taxes  had  they  been 
privately  owned.  But  then,  how  should  one  determine 
the  tax  on  a  utility  enterprise?  Should  it  be  a  tax  on 
the  property  of  the  utility?  If  so,  what  property  should 
one  include  for  a  transportation  system  or  a  water 
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distribution  system.  Or  should  it  he  a  tax  on  mileage 

or  output,  or,  say,  a  tax  on  capital  stock?  Probably 

the  simplest  tax  is  one,  such  as  that  used  locally, 

where  the  tax  is  a  certain  percentage  of  gross  revenue. 

In  Edmonton  the  tax  is  5%  of  gross  revenue,  and,  on  the 

average,  has  contributed  11%  of  total  revenue  for  the 

1 

past  three  years. 

All  provinces  empower  their  municipal  units  to 

license  a  wide  variety  of  trades,  occupations  and 

businesses,  and  municipalities  also  secure  some  revenue 

2 

from  fees,  fines,  rentals  and  the  like.  In  1948,  the 
local  yield  from  these  sources,  including  service 
charges  of  various  departments,  excluding  the  gas  fran¬ 
chise,  was  10.4%  of  the  gross  revenue. 

In  addition  to  the  above  tax  and  non-tax  revenues, 
the  municipalities  all  receive  grants,  from  the  prov¬ 
incial  governments  concerned,  to  defray  part  of  the  costs 
of  certain  services.  In  Alberta,  grant s-in-aid  are 

It  Edmonton  Financial  Reports,  1946-47-48. 

2.  G-oldenberg,  H.G.,  Municipal  Finance,  A  Study 

Prepared  for  the  Royal  Comm,  on  Dom.  Prov.  Relations, 
1939,  p.  81. 
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provided  by  the  Provincial  Government  for  education, 
health  and  welfare,  and  public  works. 

The  education  grant  is  paid  directly  to  the 
school  board  or  division,  whichever  the  case  may  be, 
partly  on  the  basis  of  need  and  partly  according  to  the 
ability  of  the  school  district  or  division  to  finance 
its  own  educational  costs.  The  total  assessment  per 
room  is  taken  as  a  measure  of  financial  ability.  The 
Alberta  grant  is  divided  into  three  parts;  the  first 
part  is  a  basic  grant  paid  to  all  school  districts  for 
each  classroom  operated,  the  amount  of  the  grant  being 
graded  according  to  the  level  of  education  given.  The 
second  part  of  the  grant  is  an  equalizing  grant,  the 

CL  S 

amount  of  which  varies  inversely  to  the  assessed  value 
of  the  property  per  school  room,  providing  the  assess¬ 
ment  per  room  is  below  a  prescribed  amount.  The  third 
part  of  the  grant  is  a  transportation  grant  and  is 
intended  to  help  defray  the  costs  of  operating  a  school 
van  route  in  rural  areas.  There  are  also  other  grants 
which  cover  special  cases.  Urban  school  districts  in 
Alberta  obtain  the  basic  grant  only,  as  in  all  cases 
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their  assessment  per  room  is  over  the  prescribed  amount 

1 

for  payment  of  the  equalizing  grant. 

The  grants  for  health  and  welfare  are,  again, 
specific  grants  for  certain  services.  The  Province 
provides  a  percentage  contribution  for  indigent  relief 
and  widowed  mothers  allowances;  it  also  provides  a  basic 
patient-per- diem  grant  towards  hospitalization  costs, 
and  assumes  the  full  cost  for  certain  illnesses  (cancer, 
tuberculosis,  poliomyelitis  and  maternity).  Grants  for 
road  construction  are  made  to  rural  municipal  districts 
on  the  basis  of  a  percentage  of  costs.  Of  course,  where 
the  municipality  does  not  undertake  any  work  of  the 
prescribed  type  it  receives  no  grant. 

1.  The  Alberta  School  Grants  Act,  1945,  Regulations 
Relating  to  the  Payments  of  Grants, ( Order s-in- Council 
Nos. 157/50  and  184/50)  Edmonton,  1950. 

Section  1.  Basic  Grants.  For  teacher  in  charge  of  an 
elementary  classroom  (grades  1-6)  $450  per  year; 
Junior  high  school  (grades  7-9)  $500  per  year;  Senior 
high  school  (grades  10-12)  #750  per  year. 

Section  2.  Transportation  grant  from  .30  to  $9.20  per 
day,  depending  on  number  of  pupils  and  distance. 
Section  4.  Equalization  grant.  To  each  school 
district,  for  each  $1,000  by  which  the  average 
assessment  per  classroom  is  less  than  $110,000...... 

$9  per  classroom. 

Section  18.  Total  maximum  grant  for  sections  1,  2 
and  4,  not  to  exceed  Q0%  of  cost  of  operation. 

2.  rublic  highways  Act,  Ch.  74,  Statistics  of  Alberta, 
Section  13.  Sec. 10  provides  for  assistance  to  local 
governments  on  highway  through  cities  where  agree¬ 
ment  on  costs  are  reached. 
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In  the  whole  grant  structure  there  is  no  element 

of  tax-sharing;  generally,  the  province  prescribes 

certain  conditions  under  which  grants  are  payable,  that 

is,  the  grants  are  all  of  a  conditional  nature.  While 

these  grants  do  help  to  equalize  the  services  provided 

by  local  government  their  conditional  nature  tends,  very 

1 

definitely,  to  weaken  local  government.  In  Edmonton 

for  the  year  1948  the  largest  such  grant  was  received 

by  the  Edmonton  School  Board.  This  grant  amounted  to 

approximately  10.6%  of  school  costs  for  the  year.  Other 

grants  were  made  to  the  City  Hospital,  the  Exhibition 

board  and  the  Library.  The  Province  also  makes  a  fixed 

yearly  grant  to  the  city  in  lieu  of  the  service  tax,  a 

form  of  income  tax,  which  the  city  abandoned  in  1932 

2 

when  the  Province  entered  the  income  tax  field.  In  all, 

the  total  Provincial  contribution  amounted  to  6.7%  of 

3 

total  revenue  of  the  city. 


1.  Stewart,  Andrew,  and  Hanson,  E.J.,  Some  Aspects  of 
Rural  Municipal  Finance,  Canadian  Journal  of  Econ. 
and  Political  Science,  Vol.  XIV,  p.  489. 

2.  The  Report  of  the  Alberta  Taxation  Inquiry  Board 
1935,  p *96 . 

3.  The  City  of  Edmonton,  Financial  Statements  and 
Reports,  1948. 
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Of  all  municipal  taxes,  the  most  important  by 
far  is  the  general  property  tax.  In  municipal  units  of 
Western  Canada,  it  generally  accounts  for  10%  or  more  of 
all  municipal  revenue.  In  some  areas  it  accounts  for  a 

much  higher  percentage,  but  rarely  does  it  go  below  this 

1 

figure.  This  tax  is  one  of  the  oldest  forms  of  taxation 

and  is  used  in  most  countries  for  local  government 
2 

revenue.  It  is  particularly  suited  to  local  government 

purposes  for  it  is  a  very  productive  and  stable  source 

of  revenue.  The  tax  is  easy  to  administer,  and  is  hard 

to  evade.  The  possession  of  property  is  said  by  some 

to  be  an  indication  of  ability  to  pay  the  tax,  a  prop- 

3 

osition  that  has  been  argued  at  much  length.  It  is 
also  argued  that  municipal  services  generally  confer 
benefits  to  property  in  the  form  of  protection  and  im¬ 
proved  services,  hence  it  is  only  fair  to  expect  property 
to  pay  for  such  benefits.  This  point  is  generally 

1.  Goldenberg,  H. C. ,  Municipal  Finance,  A  Study........ 

1939,  p.  86. 

2.  Ibid.  p.  82. 

3.  Groves,  H.M. ,  Financing  Government,  New  York,  1945, 
p.  117. 
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made  with  respect  to  certain  improvements,  such  as  roads 

and  sidewalks,  serving  particular  properties,  and  in  this 

connection  special  frontage  taxes  are  generally  levied 

upon  properties  to  pay  for  such  improvements.  This 

type  of  property  tax  has  been  referred  to  as  simply  an 

1 

installment  purchase  of  the  improvement.  It  is,  how¬ 
ever,  harder  to  justify  the  taxation  of  property  for 
the  provision  of  many  of  our  social  services  which,  if 
they  confer  benefit  to  property,  do  so  in  a  remote  way. 
Some  argue  that  the  property  tax  is  shifted  easily  and 
hence,  the  burden  is  well  diffused  throughout  the 
community.  Regardless  of  the  ethical  aspects  of  the 
tax,  it  seems  that  local  governments  will  continue  to 
use  it  for  it  is  particularly  suited  to  their  purposes 
and  it  would  be  hard  to  find  another  adequate  source  of 
revenue. 

luring  the  early  days  in  the  Canadian  west,  the 
property  tax  was  generally  based  on  land  alone.  The 

1.  uoldenberg,  n. C. ,  Municipal  Finance,  A  Study 

Prepared  for  thB  Royal  Comm,  on  Dom.  Prov.  Relations, 
1939,  p.  87. 
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west  was  in  those  days  a  haven  for  the  " single  taxers'1 2. 

As  time  went  on  the  tax  on  land  was  supplemented  hy 
taxes  on  improvements  and  improved  land.  Farms  are 
now  taxed  on  their  improved  lands,  but  buildings  are 
exempt.  In  'Western  Canadian  cities  all  land  is  ass¬ 
essed  at  full  value,  and  improvements  at  some  percent¬ 
age  of  "fair  actual  value",  ranging  between  50  and  75 %. 

In  Edmonton,  business  improvements  are  assessed  at  60% 

1 

and  residential  ones  at  50%  of  "their  actual  value15. 

Since  the  relative  shares  of  the  total  tax  with 
respect  to  different  properties  depends  upon  the  assess¬ 
ment,  it  is  of  the  utmost  importance  that  the  assessment 
of  an  area  be  equitable.  In  the  United  States,  the 

assessor  is  often  an  elected  official  which  has  resulted 

2 

in  many  biased  and  inequitable  assessments.  In  Canada 
we  have  relied  upon  appointed  officials  to  perform 
assessment  duties  and  have  been  far  more  fortunate  in 
obtaining  equitable  assessments. 

1.  Edmonton  Charter  Office  Consolidation,  1931,  Sec. 321. 

2.  Munro,  W.B. ,  Principles  and  Methods  of  Municipal 
Administration,  Macmillan,  p.  420. 
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Since  the  amount  of  the  property  tax  is  easily 

varied,  this  tax  has  generally  been  one  which  has 

balanced  revenue  with  expenditure.  In  setting  the  rate 

of  the  tax,  authorities  generally  tend  to  set  a  rate 

that  will  raise  the  required  revenue. 

Following  the  real  estate  boom  of  1913,  Western 

Canadian  urban  municipalities  had  over” expanded  their 

services  in  anticipation  of  great  developments  that  did 

not  materialize,  and  found  it  necessary  to  levy  high 

property  taxes  in  an  attempt  to  meet  their  commitments. 

These  taxes  tended  to  discourage  property  owning,  and 

as  a  result  a  large  amount  of  property  reverted  to  the 

municipality.  This  was  especially  true  in  urban  areas. 

A  further  shrinkage  in  assessments  came  from  the  general 

deflation  of  land  values  following  the  boom.  This 

trend  of  declining  assessment  was  particularly  evident 

in  the  early  twenties  and  during  the  depression  of  the 
1 

*  thirties. 

1.  Goldenberg,  H. C. ,  Municipal  Finance,  A  Study 
Prepared  for  the  Royal  Commission  on  Dom.  Irov. 
Relations,  1939,  pp.  90  &ff. 
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Shrinkage  of  assessment  placed  a  heavier  burden 
upon  the  property  remaining  on  municipal  tax  rolls  at 
a  time  when  property  was  ill  able  to  bear  the  burden. 

In  many  cases  it  was  impossible  to  meet  the  enlarged 
expenditures  from  taxes  and  municipalities  had  to  resort 
to  borrowing.  Which  brings  us  to  the  problem  of 
municipal  debt. 
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4.  MUNICIPAL  DEBT 

The  initial  cost  in  capital  outlay  for  many 
municipal  improvements  is  generally  beyond  that  which 
can  be  obtained  from  current  revenue,  hence,  it  is 
customary  to  borrow  the  required  amount  and  arrange  for 
payment  out  of  future  revenue.  This  method  is  quite 
an  acceptable  way  of  doing  things,  as  long  as  the  debt 
remains  within  the  bounds  of  the  local  government’s 
ability  to  repay.  Difficulty  arises  often  as  an  after- 
math  of  a  period  of  optimistic  expansion.  During  boom 
conditions  the  relative  burden  of  debt  appears  to  be 
well  within  the  city’s  capacity.  During  these  same 
periods  of  expansion,  the  expectations  of  future  rev¬ 
enue  are  high;  however,  if  expansion  of  the  city  falls 
short  of  that  anticipated,  then  there  is  inevitably 
going  to  be  a  gap  between  expected  and  actual  revenue. 

In  an  attempt  to  prevent  municipal  governments 
from  borrowing  too  heavily,  their  senior  governments 
often  place  certain  limitations  upon  the  ability  of  the 
local  government  to  borrow.  The  limit  is  often  ex¬ 
pressed  as  a  percentage  of  total  assessment,  or  may  be 
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based  upon  the  annual  income  of  the  city  concerned. 

Many  municipalities  are  required  to  secure  the  assent 
of  the  taxpayers  by  way  of  a  referendum  before  they  can 
undertake  to  borrow  for  improvements  which  will  be  a 
charge  upon  the  city  at  large.  Frequently,  cities  are 
forbidden  the  issue  of  bonds  beyond  a  fixed  number  of 
years.  Where  such  provisions  occur,  the  borrowing 
periods  are  regulated  so  that  they  are  less  than  the 
life  of  the  improvement  for  which  the  borrowing  was 
undertaken. 

The  assessment  method  of  limiting  borrowing  can 

be  generally  evaded  by  an  inflated  assessment  and  so  is 

1 

not  too  useful.  The  referendum,  where  it  is  limited  to 
a  vote  of  the  taxpayers  rather  than  the  whole  citizen 
body,  has  proved  to  be  a  more  effective  curb  on  borrow- 
ing.  However,  it  is  expecting  too  much  from  the  average 
person  to  be  able  to  judge  whether  or  not  the  city  is  in 
a  position  to  pay  for  the  improvement  in  the  future. 

On  the  other  hand,  basing  the  borrowing  power  on  present 
income  may  hold  up  needed  improvements  during  an 
expansion  period. 

1.  Munro,  W.B. ,  Principles  and  Methods  of  Municipal 
Administration,  p.  470. 


, 


- 

' 


■ 


■ 


-  v  ■! 


' 

. 

. 

. 


24 


American  practice  in  restricting  municipal 
borrowing  has  relied  largely  upon  legislative  and 
constitutional  limits.  In  England  there  is  no  con¬ 
stitutional  limit  set  upon  municipal  borr owing;  however, 
the  municipal  unit  must  secure  approval  of  the  expend¬ 
iture  from  an  administrative  branch  of  the  senior  govern¬ 
ment  before  it  is  allowed  to  borrow.  Administrative 
control  of  this  nature  does  give  flexibility  which  is 
absent  under  the  constitutional  limit.  In  Edmonton,  a 
combination  of  the  above  administrative  and  constitut¬ 
ional  procedures  is  evident. 

The  city  charter  limits  the  debt  which  is  a 
general  charge  on  the  city  to  30 %  of  the  total  property 
assessment.  In  addition,  any  money  bye-law  for  improve¬ 
ments,  the  costs  of  which  are  not  intended  to  come  from 
the  current  yearfs  revenue,  must  secure  the  assent  of 
two-thirds  of  the  ratepayers  voting  on  the  referendum. 
However,  before  a  referendum  can  be  held  the  Board  of 
Public  Utility  Commissioners,  a  body  set  up  by  the 
Provincial  Government,  one  of  whose  duties  is  the  super¬ 
vision  and  control  of  municipal  borrowing,  must  approve 
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1 

the  bye-law  and  the  method  of  borrowing. 

At  this  point  it  might  be  well  to  define  a  few 
debt  terms.  Funded  debt  is  that  part  which  has  a 
number  of  years  to  run  and  is  generally  represented  by 
bonds  for  which  some  method  of  redemption  has  been 
arranged.  Floating  debt,  on  the  other  hand,  is  not 
bonded  and.  may  include  items  such  as  bank  loans  in  lieu 
of  tax  collections.  Net  debt  refers  to  the  gross  debt 

less  amounts  set  aside  for  retirement  of  the  debt  when 

2 

due. 

Most  public  municipal  borrowing  is  done  by  means 
of  bonds  or  debenture  issues  which  may  be  of  various 
types,  but  broadly  speaking,  they  fall  into  two  classes, 
the  sinking  fund  bond  and  the  serial  bond.  The  sinking 
fund  bonds  all  fall  due  at  the  same  time,  therefore  a 
sinking  fund  must  be  set  up  to  which  payments  will  be 
made  from  time  to  time  so  that  the  bond  may  be  retired 

1.  Edmonton  City  Charter,  1931,  Office  Consolidation, 
Sec.  227,  291,  309.  Public  Utilities  Act,  Ch.  28, 
Revised  Statutes  of  Alberta,  1942,  part  IV,  Sec. 102  . 

2.  Munro,  W.B. ,  Principles  sc  Methods  of  Municipal 
Administration,  p.  465. 
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from  the  fund  on  the  due  date.  The  serial  bonds  are 
arranged  with  successive  maturing  dates,  so  that  the 
debt  is  retired  in  an  orderly  manner  without  having  to 
use  a  sinking  fund.  This  type  of  bond  is  now  generally 
considered  to  be  the  more  satisfactory  one  for  local 
governments,  for  it  eliminates  the  administration 
hazards  of  the  sinking  fund.  Tart  II  of  this  work  out¬ 
lines  the  advantages  and  the  disadvantages  of  the 
various  methods  of  debt  retirement. 

Excluding  the  drought  areas  of  the  prairies,  the 

problem  of  municipal  debt  in  Canada  has  been  mainly  one 

1 

pertaining  to  the  urban  community.  While  there  are 
many  causes  for  large  urban  debt,  we  shall  merely  out¬ 
line  the  more  significant  factors  here.  The  citizens1 
demand  for  more  and  better  service  has  frequently 
resulted  in  the  city  borrowing  too  much  for  too  long  a 
period,  that  is,  for  a  period  beyond  the  life  of  the 
improvement.  Borrowing  for  recurrent  expenditures  has 
also  had  its  effect  on  increasing  city  debt,  during 
the  depression  years  cities  were  forced  to  borrow  funds 
to  meet  their  yearly  relief  dosts.  Edmonton  was  forced 

1.  Coldenberg,  H.C. ,  Municipal  Finance,  A  Study . 

1939,  p.  77. 
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to  add  approximately  #250,000  to  her  total  funded  debt 

each  year  for  five  years.  In  addition  to  this  amount 

the  city  paid  #2,817,000  out  of  current  revenue  for 

1 

relief  from  1930  -  1940.  On  the  other  hand,  periods  of 
prosperity  and  over-optimism  have  also  been  responsible 
for  large  increases  in  urban  funded  debt.  One  of  the 
chief  causes  of  over- optimism  has  been  rapid  growth. 
Population  increase  has  accelerated  the  boom  feeling 
and  hastened  the  process  of  over-borrowing.  Part  IV 
deals  with  some  of  the  specific  problems  of  expansion 
in  Edmonton. 

Authorities  on  public  finance  now  generally  ad¬ 
vocate  long  term  planning  of  capital  improvements  for 

the  urban  municipality  with  a  gradual  return  to  a  pay- 

2 

as-you-go  policy.  It  is  recognized  that  a  rapidly 
growing  city  cannot  completely  pay  for  needed  extensions 
out  of  current  revenue;  to  do  so  would  mean  too  great  a 


1.  Edmonton  Finance  Reports,  1940. 

2.  Neff,  P.A.  ,  Municipal  Finance,  McCain,  Wichita, 
Kansas,  1939.  p.  141 

Chatters,  C.H. ,  &  Hillhouse,  A.M, ,  Local  Covernment 
Debt  Administration,  Prentice  Ball,  New  xork,  1939, 
pp.  376  -  383. 
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■burden  on  the  present  citizens.  It  is  also  realized 
that  future  populations  derive  a  large  amount  of  benefit 
from  enduring  past  improvements,  and  that  they  should 
therefore  hear  some  of  the  burden.  However,  this  does 
not  mean  that  future  generations  should  have  to  go  on 
paying  for  an  improvement  that  has  long  since  become 
outmoded,  which  has  happened  when  cities  have  resorted 
to  extensive  and  very  long  term  borrowing.  The  pay-as- 
you-go  plan  does  restrain  a  municipality  during  boom 
periods  and  reduces  extravagance  and  inefficiency.  The 
plan  also  allows  future  generations  more  freedom  in 
expenditure.  Under  such  a  plan,  public  credit  becomes 
a  supplementary  source  of  funds  rather  than  a  mainstay 
of  finance.  Of  course,  the  policy  should  not  be  pursued 
to  such  an  extent  that  it  will  seriously  check  or 
retard  urban  development. 
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PART  II 


THE  BUSINESS  TAX  AS  A  SOURCE  OF  REVENUE 


30 


1.  NATURE  AND  ORIGIN  OF  THE  BUSINESS  TAX  IN  CANADA 

The  business  tax  in  one  form  or  another  is  now 

generally  accepted  as  a  source  of  revenue  for  urban 

municipal  units  in  all  Canadian  provinces  except  Prince 

Edward  Island.  British  Columbia  is  a  late  comer  to  the 

field,  granting  permission  for  the  use  of  this  tax  for 

the  first  time  in  1948  to  the  City  of  Vancouver.  It  is 

expected  other  cities  in  the  Province  will  soon  avail 

1 

themselves  of  this  tax. 

The  business  tax  has  been  generally  adopted  for 

one  or  both  of  two  reasons;  firstly,  to  replace  an 

unsatisfactory  tax  on  personal  property  as  in  Winnipeg 
2 

in  1893,  and  in  the  second  instance  to  widen  an  exist¬ 
ing  tax  base  as  in  Edmonton  in  1918  after  an  unsuccess¬ 
ful  six-year  experiment  with  a  tax  based  solely  on  land. 

The  tax  is  levied  upon  occupants  of  premises  used 
for  business  purposes  on  one  of  these  bases  -  assessed 

1.  Clark,  RM.  /’Municipal  Business  Tax  in  Canada”, 
Canadian  Journal  of  Economics  and  Political  Science, 
Vol.  XIV,  p.  494. 

2.  Ibid.,  p.  493. 

3.  Edmonton  Charter,  1931,  Consolidation,  Sec.  321  . 
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value  of  the  premises,  rental  value  of  the  premises,  or 

1 

the  floor  space  occupied. 

Assessed  value  is  the  basis  used  in  the  cities 
and  towns  of  Ontario;  the  actual  assessment  being  a 
percentage  of  the  assessment  for  the  property  tax.  The 

percentage  varies  according  to  a  classified  schedule  of 

2 

businesses.  The  floor  space  occupied  with  the  rates  per 

square  foot  of  area  graduated  according  to  the  type  of 

business  was  the  basis  used  in  Edmonton’s  original 
3 

business  tax.  This  method  is  still  in  use  in  the  cities 

of  Saskatchewan.  In  the  cities  of  Alberta,  Manitoba, 

Quebec  and  British  Columbia  the  tax,  where  imposed,  is 

4 

assessed  on  a  rental  value  of  the  business  premises. 

An  extract  from  Edmonton's  Charter  provides  an  example 
of  one  of  the  many  ways  rental  value  is  defined  "for  the 
purpose  of  business  assessment,  regard  may  be  had  to  the 
rents  paid  for  premises  of  a  similar  class  in  the 


1.  Ooldenberg,  H. C. ,  Municipal  Einance,  A  Study..... 
1939,  p.  83. 

2.  Clark,  H. M. ,  op.  cit.,  p.491. 

3.  An  Ordinance  to  Incorporate  the  City  of  Edmonton, 
Ordinance  of  the  North  West  Territories,  1904, 

Ch.  19,  title  XXXII ,  ss.  1  and  3. 

4.  Clark,  R.M. ,  op.  cit.,  p.494. 
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vicinity  in  or  on  which  business  of  a  similar  nature  is 

or  may  be  conducted,  and  the  expression  1 2 3 4 5  annual  rental 

value*  shall  be  deemed  to  mean  gross  annual  rental 
1 

value” . 

In  form  our  business  tax  resembles  those  in 

effect  in  several  European  countries  prior  to  World  War 
2 

I,  "where  business  taxes  were  levied  on  businesses  as 

3 

such  and  not  on  the  owner  of  the  business”.  It  is  sig¬ 
nificant  to  point  out  here  that  there  has  not  been  any 

business  tax  development  in  the  United  States  along  the 

4 

lines  of  the  Canadian  tax.  The  immediate  precedent  for 

5 

our  tax  seems  to  come  from  France.  Montreal  in  1876  was 
the  first  city  in  Canada  to  levy  a  business  tax.  This 
tax  was  levied  upon  the  rental  value  of  business  prem¬ 
ises,  and  other  toms  and  cities  in  Quebec  followed 
Montreal* s  lead.  Vineberg  affirms  the  introduction  of 


1.  Edmonton  Charter,  1931,  s.  321. 

2.  Seligman,  2.R.A,  Essays  in  Taxation,  London,  1913, 
pp.  467  -  475. 

3.  Ibid. ,p427 . 

4.  Clark,  R.M. ,  op.  cit.,  p.  491. 

5.  Vineberg,  Soloman,  Provincial  and  Local  Taxation  in 
Canada,  Lew  Pork,  1912,  pp.  37-8. 
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this  tax  in  the  Quebec  cities  was  due  to  a  desire  to  tax 

the  increased  wealth  of  trade  and  commerce,  and  yet  not 

make  any  extension  of  direct  taxation  upon  all  property 

such  as  would  happen  under  a  personal  property  tax, 

which  had  not  proved  too  successful  in  Ontario  or  the 

1 

American  States.  In  1893,  Winnipeg  followed  the  lead  of 
the  Quebec  cities  and  instituted  a  business  tax,  not  on 

a  rental  value  as  in  Montreal,  but  on  "an  assessment  of 

2 

the  capitalized  annual  rental  value”,  the  rate  being  the 

3 

same  as  that  used  for  the  property  tax.  This  method  of 

assessment  was  changed  in  1909  as  a  result  of  the  report 

and  recommendations  of  the  T'hippen  Commission  of  the 

previous  year.  Winnipeg  also  dropped  the  principle  of 

classifying  business  and  adopted  a  uniform  rate,  which 

4 

at  that  time  was  6,2/3  f>. 

Ontario  cities  were  given  the  right  to  assess  and 

collect  a  business  tax  in  1904,  i.e.,  after  the  Ontario 

5 

Commission  on  Municipal  Taxation  in  1902  recommended  the 
use  of  a  business  tax  for  Municipal  purposes  to  replace 


1.  Ibid.,  pp.  37-8. 

2.  Manitoba  Assessment  &  Taxation  Commission  Report, 
1919,  p.  31. 

3.  Ibid.,p.  31  . 

4.  Ibid.,  p.31. 

5.  Report  of  the  Ontario  Assessment  Commission,  Toronto, 
1902,  p . 5. 
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the  personal  property  tax.  The  Commission  realized  the 
merits  of  an  income  tax,  hut  thought  the  administrative 
difficulties  were  such  that  it  was  less  advisable  than 
the  business  tax.  Having  the  Montreal  business  tax  in 
mind,  they  listed  the  following  advantages  of  such  a 
business  tax  (l)  ’’ease  of  administration",  (2)  "ab¬ 
sence  of  inquisatorial  features",  (3)  "impossibility  of 
fraud  and  evasion",  (4)  "certainty  of  a  definite  and 

stable  revenue”,  (5)  "tendency  to  foster  commercial 

1 

enterprise  and  encourage  industry  and  ability". 

Edmonton’s  charter  of  incorporation  in  1904  pro¬ 
vided  for  a  business  tax  to  be  levied  on  a  floor  space 
assessment,  classified  according  to  the  type  of  business, 
a  principle  that  was  in  part  derived  from  Winnipeg’s 
tax.  Other  western  cities  followed  the  floor  space  idea, 
notably  the  Saskatchewan  cities  of  Regina  and  Saskatoon, 
where  this  basis  is  still  used.  Calgary  adopted  a 
rental  value  business  tax  in  1916  and  Vancouver  consid¬ 
ered  implementing  a  business  tax,  based  upon  a  combin¬ 
ation  of  the  Ontario  and  Winnipeg  schemes,  as  early  as 


1.  Clark,  R.M.  ,  op.  cit.,  p.493 
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1917.  However,  business  interests  were  able  to  rally- 

sufficient  support  in  the  British  Columbia  legislature 

1 

to  defeat  the  measure,  and  it  was  not  until  1948,  after 
a  lapse  of  thirty  one  years,  that  Vancouver  secured  the 
right  to  levy  a  business  tax  based  on  rental  value  at  a 
uniform  rate. 


1.  Manitoba  Assessment  &  Taxation  Commission,  1919, 
p.149. 

2.  Clark,  R.M.  ,  op.  cit.,  p.494,  footnote  32. 
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2.  HISTORY  OH  THE  BUSINESS  TAX  IN  Ell/lONTCN 

Edmonton’s  original  charter  of  incorporation 

provided  for  a  fairly  hroad  taxation  base  for  that  day 

and  age,  for  in  addition  to  the  business  tax  previously 

mentioned  and  the  traditional  land  tax,  the  city  had 

the  right  to  levy  an  income  tax,  a  franchise  tax,  and  a 

poll  tax.  Under  the  original  business  tax,  businesses 

were  classified  and  a  schedule  of  rates  per  square  foot 

of  area  was  drawn  up  for  each  classification.  Hive 

dollars  per  square  foot  was  the  maximum  rate  of  assess- 

ment  except  for  banks,  where  the  maximum  rate  was  ten 

dollars.  A  uniform  rate  was  then  levied  upon  this 
1 

assessment.  In  an  attempt  to  encourage  manufacturing 
and  industry  to  the  city,  these  businesses  were  favoured 
with  the  lowest  assessment  rate.  Banks  and  financial 
institutions,  on  the  other  hand,  found  their  rates  of 
assessment  at  least  double  that  of  any  others.  This 

1.  An  Ordinance  to  Incorporate  the  City  of  Edmonotan, 
Ordinances  of  North  West  Territories,  1904,  Ch.  19, 
and 

Manitoba  Taxation  and  Assessment  Commission  Report, 
1919,  pp.  171  -  199. 


. 


.  -) 


- 


v 


. 


. 


. 


,  '  ■'  . 

' 


1  urn  4  bs 


i  k 

, 


■ 


37 


discrimination,  as  it  would  seem,  was  due  in  part  to  the 
general  feeling  of  the  people  in  the  west  against  "banks 
and  financial  institutions  in  general.  This  feeling  was 
probably  an  import  from  some  of  the  American  States 
where  a  number  of  banks  had  earned  themselves  a  rather 
unsavoury  reputation.  It  was  also  thought  that  banks 
were  particularly  able  to  pay  these  taxes  and  that 
higher  rates  would  not  deter  their  entry. 

The  defects  of  the  early  business  tax  are  similar 
to  those  of  any  tax  which  attempts  to  measure  ability  to 
pay  by  some  such  external  index.  However,  during  the 
years  in  which  the  tax  was  in  operation  in  Edmonton  there 
seemed  to  be  little  serious  objection  to  the  tax, 
except  that  raised  by  the  H single  taxers” •  At  the  time 
of  Edmonton’s  incorporation  her  population  stood  at 
7,000  ,  and  in  ten  years  time  it  had  increased  tenfold 
to  72,500.  With  population  increasing  at  such  a  rate  it 
is  not  hard  to  understand  that  a  land  boom  developed. 

This  resulted  in  a  spectacular  increase  in  land  values 
and  a  resultant  increase  in  land  assessments  on  the  city 
tax  rolls,  an  increase  from  a  little  under  $4,000,000 
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1 

to  #191,000,000,  or  a  forty-eight-fold  increase  in  ten 
years.  This  tremendous  increase  in  land  assessment  gave 
much  emphasis  to  the  arguments  of  the  "single  taxers", 
that  land  alone  could  easily  hear  the  total  tax  burden. 
In  1910  they  succeeded  in  having  the  income  tax  abol¬ 
ished  and  in  the  following  year  the  business  tax  was 

2 

deleted  from  the  city  charter. 

The  depression,  which  began  in  the  latter  part  of 
1913,  was  soon  reflected  in  real  estate  values  through¬ 
out  the  west  and  particularly  so  in  Edmonton.  In  1914, 
the  land  assessment  on  Edmonton’s  tax  rolls  stood  at  an 

all  time  high  of  #191,283,970.  However,  just  three 

3 

years  later  the  figure  had  dropped  to  #92,404,590.  The 
shrinkage  in  assessment  was,  however,  not  the  only 
problem,  for  along  with  it  "tax  delinquency  became  the 
rule,  and  arrears  in  taxes  threatened  the  solvency  of 
the  city  already  heavily  laden  with  debt  incurred 


1.  Financial  Keports,  City  of  Edmonton,  1927,  p.9. 

2.  Manitoba  Taxation  &  Assessment  Commission  Report 
1919, pp. 171-2. 

3.  Assessment  and  Taxation  Statistics,  Edmonton,  1948, 
p.  33.  See  Appendix  A  for  an  extract  of  this  Report. 
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largely  for  construction,  or  unprofitable  extension  of 

improvements  and  utilities  such  as  the  Street  Hailway 

system,  the  mere  upkeep  of  which  had  now  become  burden- 
1 

some" . 

Tax  collections  for  the  years  1916,  1917  and  1918 

2 

were  only  about  one  half  of  the  tax  levy  for  those  years. 

Tax  arrears  steadily  mounted  from  $2,560,354  in  1914  to 

3 

$6,755,760  in  1918.  In  face  of  this  drop  in  assessment 
and  collections  and  a  general  increase  in  debt,  revision 
and  expansion  of  the  city’s  tax  base  became  imperative. 
The  city’s  debenture  debt  in  December  1918  was 
$25,242,519  ;  the  net  debt  after  deducting  the  Public 
Utility  and  Local  Improvement  debentures  and  the  sinking 
fund  stood  at  $9,864,006,  but  in  addition,  current  loans 
due  to  mature  in  the  next  few  years  stood  at  $5,576,550. 


1.  Man.  Ass,  &  Taxation  Comm.  Report,  1919,  p.174. 

2.  Comptrollers  Report,  Edmonton  Financial  Statements, 
1918,  p.6 . 

Net  Mill  Total  Tax  Gurr.Yr.  $  of  levy 
Year  Assessment  Rate  Levied  Colleetns  collected 

1916  $130,916, 285~f2l  %, 2837613^1 , 618 , 291  49% 

1917  100,212,080  26>5  3,188,641  1,744,296  55$ 

1918  91,873,720  30  3,655,371  1,991,270  54.5$ 

3.  Edmonton  Financial  Reports,  1914  -  1918. 
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An  attempt  was  made  to  introduce  a  business  tax 
and  to  levy  a  tax  upon  buildings  and  improvements  in 
1917.  Approval  of  the  Provincial  Legislature  was  secured 
for  both  taxes  but  a  plebiscite  of  the  city  voters  in 
December  of  the  same  year  rejected  the  tax  on  improve¬ 
ments.  The  council,  not  being  satisfied  with  this  partial 
broadening  to  the  tax  base,  again  in  1918  approached 
the  Legislature  for  a  charter  amendment  providing  for  a 
business  tax,  based  on  a  graduated  tax  scale  running 
from  6$  to  25$  of  an  assessment  of  the  "full  annual 
rental  value",  according  to  the  class  of  business,  and 

once  again  for  a  tax  upon  buildings  and  improvements  up 

1 

to  60$  of  their  actual  value.  These  efforts  were 
successful  and  in  addition  they  also  again  secured  the 
right  to  collect  an  income  tax,  which  allowed  an  offset 
for  any  tax  payable  on  real  property,  which,  of  course, 
limited  the  productivity  of  this  tax.  Thus,  as  mentioned 
by  A.B.  Clark,  the  city  which  had  led  in  the  policy  of 
restricting  the  tax  base  to  land  alone  now  was  to  lead 

1.  Edmonton  Charter,  1931,  Consolidation,  s.  321  and 
32iA,  pp.  104  -  109. 
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in  "reaction  towards  a  safer  and  broader  basis  of 

1 

municipal  taxations". 

The  business  tax  as  outlined  and  provided  for  in 

1918  has  remained  fairly  well  the  same  since,with  the 

exception  of  some  minor  changes  in  the  classifications 

of  business  and  changes  in  actual  schedule  of  rates. 

A  brief  summary  of  the  classification  and  rates  for 

2 

various  businesses  is  as  follows  :«=■ 

Factories,  workshops,  dairies,  hotels,  custom 
tailors,  barbers  etc... . .  . .  6% 

Retail  stores,  Insurances  and  financial  agents, 
newspapers,  furriers,  opticians,  painters, 
plasterers  and  contractors . .  10% 

Barristers,  Physicians,  oceulists,  dentists, 
accountants,  formerly  15%,  now . . .  12% 

Wholesale  merchants,  manufacturers  agents, 

Insurance  companies,  loan  or  trust  companies...  15% 

Banks,  transportation  companies,  express 
companies  etc.,  formerly  25%,  now .  20% 


1.  Clark,  A.B. ,  Appendix  to  Manitoba  Assessment  and 
Taxation  Commission  Report,  1919,  p.i75. 

2.  Edmonton  Charter,  1931,  Consolidation  s.  321,  as 

amended  under  By  Laws  27  -  1933 

944  -  1939 

955  -  1940 

977  -  1940 

1091  -  1945 
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3.  JUSTIFICATION  OF  BUSINESS  TAX 

a.  Benefit* 

The  business  tax  has  been  frequently  justified  on 

the  grounds  of  benefit.  C.H. G-oldenberg,  in  his  report 

on  Provincial  Municipal  .Relations  in  British  Columbia, 

points  out  that  "business  enterprises  occasion  many 

government  costs  and  enjoy  many  benefits  which  should 

1 

reasonably  be  met  by  taxes  upon  them",  or,  as  stated 
years  earlier  by  a  Manitoba  commission,  local  govern¬ 
ment  provides  "an  economic  environment  suitable  for 
business  and  under  a  sound  system  of  municipal  finance, 

business  taxes  are  essentially  beneficial  taxes,  which 

2 

which  are  no  real  burden  on  the  merchant".  But  then  this 
brings  up  the  point  that  these  benefits  referred  to  do 
not  specifically  benefit  business.  Many,  such  as  schools, 
social  services  and  the  like,  benefit  the  whole  community. 
However,  anything  that  does  improve  the  well  being  of 
the  community  must,  in  the  final  analysis,  benefit  the 
business  element  of  that  community.  Even  such  a  remote 

1.  Goldenberg,  C.H. ,  Report  on  Provincial  Municipal 
Relations  in  British  Columbia,  1947,  p.74. 

2.  Report  of  the  Manitoba  Assessment  &  Taxation  Comm. 
Report,  1919,  p.30. 
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thing  as  a  high  general  level  of  health  must  lessen 
absenteeism  and  as  a  result  increase  business  product¬ 
ivity.  One  can  also  see  many  indirect  benefits  accru¬ 
ing  to  business  from  a  high  standard  of  education  in 
the  community.  The  difficulty  arises  when  one  tries  to 
measure  in  any  precise  manner  what  these  benefits  are 

worth  to  business  as  apart  from  the  community  as  a 
1 

whole.  In  the  case  of  certain  regulatory  and  protect- 

2 

ive  activities  it  is  argued  by  some  that  these  activ¬ 
ities  benefit  business  more  than  the  community  at  large. 
This  argument  is  often  used  where  entry  into  business 
is  rigidly  controlled,  giving  certain  businesses  a 
monopoly  position.  These  functions  however,  it  is 
pointed  out,  only  count  for  a  small  part  of  the  city’s 
expenditure.  Admitting  that,  it  would  seem  then  that 
probably  business  should  pay  something  extra  on  the 
strength  of  these  services,  but  again  the  amount  Is 
difficult  to  measure.  It  is  also  admitted  that  prov¬ 
ision  of  streets,  thoroughfares  and  transportation 

1.  G-roves,  H.M. ,  Financing  Government,  New  York,  1945, 
p.  33. 

E.  Clark,  R.M. ,  op.  cit.,  p.497. 
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services  to  and  from  a  shopping  or  business  district 
benefit  business  and  should  be  paid  for  in  part  by  busi¬ 
ness  ,  and  again  it  is  a  question  of  how  much  and  whether 
you  can  arrive  at  any  equitable  share  of  benefits  by  an 

arbitrary  tax  on  some  external  index.  It  has  been  con- 
1 

tended  that  businesses  already  pay  for  the  extra  bene¬ 
fits  received  from  local  government  in  their  general 
property  tax;  however,  the  validity  of  this  argument 
would  depend  upon  the  property  tax  assessment  of  busi¬ 
ness  premises. 

It  may  be  seen  from  the  schedule  of  Edmonton* s 

2 

business  tax  for  the  years  1918  -  1948  that  this  tax 
does  not  form  a  very  large  part  of  the  total  tax  levy, 
varying  from  about  6 %  -  8 %  of  the  gross  tax  levy,  so 
therefore,  if  we  can  identify  even  a  small  measure  of 
extra  benefit  to  business,  then  possibly  we  can  justify 
a  levy  of  these  proportions  on  business.  However, 
trying  to  justify  a  tax  on  the  basis  of  benefit  is  one 
of  the  most  difficult  tasks  and  likely  to  lead  to  few 

1.  Ibid. 

2.  Appendix  B,  p.158 
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fruitful  results.  So  let  us  turn  to  examine  the  tax 
upon  some  of  its  other  aspects, 
b.  Productivity 

The  business  tax  has  produced  an  average  of 

1 

7.6$  of  the  gross  tax  levy  from  the  year  1921  to  present 
day.  It  has  been  a  fairly  stable  producer  of  revenue, 
fluctuating  from  a  low  of  5.9$  in  1934  to  a  high  of 
8.6$  in  1948,  a  variance  of  less  than  3$  of  the  gross 
tax  levy.  Examining  the  business  tax  as  a  percentage 
of  total  revenue  we  find  that  it  produced  on  an  average 
6,07%  of  all  income  and  again  the  percentages  show  that 
it  was  a  fairly  stable  source  of  revenue.  However,  it 
is  significant  that  in  the  depression  years  of  the 
thirties  this  tax  provided  the  lowest  proportion  of 
total  revenue.  The  decline  was  not  very  large,  but  it 
is  enough  to  show  that  this  tax  is  hardly  a  more 
reliable  source  of  revenue  in  times  of  adversity  than 
other  forms  of  taxation  -  in  fact,  if  a  comparison  is 
made  with  the  property  tax  it  is  noted  that  the  property 
tax  fielded  a  higher  percentage  of  total  revenue  in 
these  years.  So  the  business  tax  as  at  present  in 


1.  Ibid. 
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force  cannot  be  expected  to  alleviate  the  load  of  the 
property  tax  in  times  of  distress. 


If  we  compare  the  revenue  obtained  from  the  city 
utilities,  which  includes  the  tax  and  profits,  and  the 
gas  franchise,  it  will  be  seen  that  this  source  has 
been  roughly  three  times  as  productive  of  revenue  as 
the  business  tax,  and  in  the  depression  years  the 
utility  revenues  formed  an  even  higher  proportion  of 
city  revenue.  This  might  be  an  indication  that  the 
business  tax  is  not  as  productive  of  revenue  as  it 
might  be. 

At  this  stage  it  might  be  useful  to  compare  the 
proportion  of  revenue  collected  by  this  type  of  tax  in 
other  cities  in  Canada. 


Comparison  of  Property  and  Business  Tax  Revenues  in 
Pour  Canadian  Cities  using  Rental  Tax.  1946 
City  Population  Property  tax  Business  Tax  %of  Bus. 

Revenue  #  Revenue  to  -crop, Tax 


Montreal  1,082,555  #27,433,315 
Winnepeg  231,414  7,353,153 
Edmonton  114,976  3,791,075 
Calgary  98,101  2,883,452 


$3,339,246  12.17 

1,153,175  15.68 

373,252  9.85 

279,673  9.70 


f  This  figure  is  the  net  Property  tax  levy  alone  and  not 
the  gross  levy  as  used  in  the  table  comparing  Business 
taxes  and  gross  levy  in  Appendix  B. 


1.  Clark,  R.M. ,  op.  cit.,  p.495 
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1 

Comparison  of  Property  and  Business  Tax  Assessments 
In  Five  Ontario  Cities  in  1946 


Cities  & 
Pop. 1946 

1946  Tax 
Hates  in 
Mills 

Property 
Assessment 
Liable  for 

All  rates 

Business  Bus.  Tax 
Assessment  Asst,  as 
Liable  for  $  of  Prop 
All  Rates  Tax  Asst. 

Toronto 

P. S. 34.15 

#761,876,970 

#119,518,517 

15.7 

696,555 

S.S. 37.70 

Hamilton 

P.S. 35.00 

159,935,040 

20,140,920 

15.6 

179,758 

S.S. 38. 00 

Ottawa 

P.S. 33.00 

150,104,072 

16,453,660 

11.0 

165,362 

S.S. 42, 35 

Windsor 

P.S. 44.00 

90,785,440 

14,177,540 

15.6 

119,823 

3.  8.  49 . 20 

London 

P.S.  36.00 

78,970,013 

9,480,805 

12.0 

88,333 

S.S. 40.90 

After  examining  the  above  tables  it  will 

be  seen 

that,  with  the  exception  of  Calgary,  Edmonton  derives  a 
smaller  proportion  of  revenue  from  this  tax  than  all 


other  cities  listed  in  either  the  rental  or  assessed 
value  tax  tables.  It  would  seem  from  this  evidence  that 
there  is  an  argument  in  favour  of  making  the  Edmonton 
tax  more  productive  of  revenue  than  it  is  at  present. 

It  has  been  pointed  out  that  increased  industrial  act¬ 
ivity  in  the  eastern  cities  makes  the  tax  more  product- 

2 

ive  in  those  centres.  However,  Winnepeg  secures  as 


1.  Ibid. ,  p.  496 

2.  Ibid.,  p.  496 
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high  a  proportion  of  revenue  from  this  tax  as  any  of 
the  more  industrial  centres  and  Winnepeg  was  not  sig¬ 
nificantly  more  industrial  than  Edmonton  in  1946. 

Ottawa  secures  a  higher  percentage  of  revenue 
from  the  business  tax  than  does  Edmonton,  and  the  city 
of  Ottawa  is  much  more  a  government  centre  than  an 
industrial  one. 

Even  allowing  for  an  increased  amount  of  in¬ 
dustrial  and  manufacturing  activity  in  Edmonton,  the 
relative  percentage  increase  of  the  business  tax  to 
that  of  property  tax  would  not  be  great,  due  to  the  fact 
that  this  type  of  activity  is  taxed  at  the  lowest  rate 
(i.e.  6%).  It  follows  from  this  then,  that  we  cannot 
expect  increased  industrial  activity  to  bolster  greatly 
the  proportion  of  the  business  tax  to  the  property  tax. 

Edmonton  has  taken  a  step  in  the  direction  of 

increasing  the  revenue  producing  possibilities  of  the 

business  tax.  Until  recently,  special  license  fees 

which  were  paid  to  the  city  by  businesses  were  allowed 

as  an  offset  against  the  business  tax  payable.  This 

1 

privilege  has  now  been  withdrawn  and  there  will  be  a 
1.  Edmonton  Resolution  in  Council,  Oct. 11th.,  1949. 
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resultant  increase  in  the  tax  from  this  source  which 
would  have  amounted  to  approximately  $50,000  in  1948. 

A  further  step  has  been  taken  to  increase  productivity 
by  reducing  the  discount  for  prompt  payment  of  taxes. 
Formerly,  taxpayers  were  allowed  a  discount  of  10$  on 
the  current  levy  if  the  tax  was  paid  by  September  1st., 
and  5$  if  the  tax  was  paid  by  November  1st.  Now  the 

discount  has  been  reduced  to  5$  and  2%  at  the  above 

1 

dates.  This  alone  would  account  for  a  5$  increase  in 
the  tax,  assuming  it  was  all  paid  on  September  1st. 

Such  increases  are  small,  but  they  are  steps  in  the  dir¬ 
ection  of  increased  revenue  from  this  source. 

Between  1943  and  1948  there  has  been  a  signif¬ 
icant  increase  of  #153,951  in  the  total  amount  of  the 
tax.  However,  there  has  been  an  almost  equivalent 

percentage  increase  in  the  amount  of  revenue  from  other 

2 

sources.  It  is  significant  also,  that  the  relative 
share  of  revenue  derived  from  the  city  owned  utilities 
has  been  steadily  declining  since  1943,  and  at  a  much 
faster  rate  than  the  business  tax  has  been  increasing. 

1.  Ibid.,  July,  11th.,  1949. 

2.  Appendix  B. 
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In  view  of  evidence  that  other  cities  in  Canada  are 
making  this  tax  more  productive  of  revenue  than  is 
Edmonton,  there  seems  to  he  a  case  for  making  an 
investigation  of  the  opportunities  for  increasing 
revenue  from  this  source, 
c.  Ability 

The  business  tax  is  frequently  justifies  on  the 

grounds  that  businesses  have  the  ability  to  pay  taxes, 

1 

and  should  therefore  be  taxed.  The  measurement  of 

ability  to  pay  taxes,  is  however,  like  the  measurement 

2 

of  benefit,  a  difficult  task.  There  have  been  various 

attempts  to  measure  ability  in  a  subjective  sense,  by 

means  such  as  equal  sacrifice,  or  minimum  sacrifice, 

but  in  administering  a  tax,  reliance  must  be  placed 

upon  some  objective  criterion  which  is  arbitrarily 

3 

assumed  to  indicate  ability.  The  measurement  of  ability 
is  then  one  of  the  problems  to  be  faced  in  taxing 
business. 

Probably  the  most  popular  and  generally  the 

4 

most  recognized  measure  of  ability  is  net  income. 

1.  Buehler,A.G. ,  Public  Finance,  pp.  613  -  380. 

2.  Groves,  H.M.  ,  Financing  Governments,  N.Y. , 1945, p. 36. 

3.  Beuhler ,A.G. ,  Public  Finance,  p.  381. 

4.  Groves,  H.M. ,  Financing  Governments,  N.Y. ,1945, p. 36. 
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From  this*  it  would  seem  that  the  best  tax  according  to 
ability  to  pay  would  be  one  based  upon  net  income. 

Our  business  tax,  however,  is  not  based  directly  upon 
net  income,  but  upon  rental  value  of  the  premises 
occupied.  A  tax  levied  upon  rental  value,  according  to 
the  principle  of  ability,  would  assume  that  all  business 
made  a  profit,  which  is,  of  course,  not  always  the  case. 
There  is  often  quite  a  wide  range  of  profitability  as 
between  various  businesses  which  is  not  reflected  in  the 
rents  or  the  value  of  their  premises.  Different  busi¬ 
nesses  require  varying  amounts  of  space  and  it  does  not 
f ollow  that  the  business  occupying  the  largest  premises 
makes  the  most  profit  or  has  greater  ability  to  pay  a 
tax.  An  examination  of  the  rental  assessment  in 
Edmonton  will  reveal  some  of  the  imperfections  of  this 
method  as  a  determinant  of  ability. 
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4.  POLICIES  FOR  SECURING  AN  EQUITABLE  TAX  BASIS 

a.  Assessment 

The  assessed  rental  value  of  the  premises  for  the 
Edmonton  business  tax  is  generally  the  actual  rent  paid 
for  such  premises.  By  basing  the  assessment  on  the 
actual  rent  paid,  it  was  supposed  that  rents  would  tend 
to  follow  the  profits  of  business  and  that  when  business 
profits  rose  rents  would  rise,  which  would  mean  an  auto- 
matic  increase  in  revenue  from  this  source  whenever 
business  profits  rose.  The  reverse  was  also  to  be  ex- 
pected  in  periods  of  depression.  It  was  also  supposed 
that  rents  would  reflect  the  relative  profitability  as 
among  various  business  sites. 

In  the  long  run,  given  time  for  various  factors 
affecting  rent  to  work  themselves  out,  the  actual  rent 
paid  might  quite  possibly  give  some  indication  of  busi- 
ness  profitability.  This  time  would  have  to  be  a  fairly 
long  period  when  one  considers  that  business  rental 
leases,  on  the  whole, vary  from  three  to  forty  years, 
with  a  rough  average  being  about  five  years.  Added  to 
the  factor  of  long  leases,  one  would  have  to  consider 
general  business  conditions  and  particularly  local  con¬ 
ditions  and  the  expectations  as  to  business  conditions 
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in  the  immediate  future  at  the  time  a  new  lease  is  be¬ 
ing  signed.  When  one  considers  all  these  factors  that 
enter  into  the  actual  rent  being  paid  at  any  time,  one 
can  expect  to  find  a  good  deal  of  difference  in  rentals 
paid  for  similar  premises. 

During  a  period  of  expansion,  such  as  we  are  at 
present  experiencing  in  Edmonton,  when  a  rental  lease 
comes  up  for  renewal,  the  new  rental  will  likely  be  at 
a  much  higher  figure  than  the  old  one.  This  is  partic¬ 
ularly  noticeable  in  the  case  of  new  buildings  that  have 
been  recently  erected  in  response  to  a  large  demand  for 
business  premises.  The  rents  paid  for  space  in  these 
buildings  is  much  higher  than  that  paid  for  space  in 
older  existing  buildings. 

It  is,  of  course,  the  prospect  of  profitable 
business  that  makes  it  possible  to  charge  higher  rents, 
but  the  prospects  of  business  profits  today  will  deter¬ 
mine  largely  the  rents  to  be  paid  for  the  length  of  the 
rental  lease.  To  the  extent  that  there  is  inequity  in 
the  actual  rents  being  paid  by  business,  then  to  that 
same  extent  there  will  be  inequity  in  the  business  tax 
being  paid  on  a  rent  basis.  Airing  a  period  of  rental 
control,  business  prospects  and  actual  business  profits 

may  change  by  a  large  degree,  yet  these  changes  are 
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not  likely  to  be  reflected  in  the  rents  paid,  nor,  as  a 
result,  will  they  be  reflected  in  the  business  tax  rev¬ 
enue  . 

Now,  apart  from  businesses  that  are  located  in 
rented  premises,  there  are  quite  a  number  that  are  con¬ 
ducted  in  owner- occupied  buildings.  To  assist  the 
assessor  in  determining  the  assessment  for  these  prem¬ 
ises,  the  assessor  is  directed  to  have  regard  to  the 
rents  paid  for  a  "similar  class  in  the  vicinity  in  or  on 

which  business  of  a  similar  nature  is  or  may  be  eon- 
1 

ducted".  Now  supposing  these  conditions  exist,  but 
that  the  actual  rents  paid  show  considerable  divergency, 
what  will  the  assessed  rental  be?  Will  it  be  the  highest 
rental  paid  or  will  it  be  the  lowest,  or  will  it  be  a 
compromise  between  the  two?  Whichever  it  is,  there  will 
be  some  inequity. 

Where  the  conditions  of  a  "similar  class"  and 
"business  of  a  similar  nature"  do  not  exist,  then  the 
rental  assessment  must  be  determined  by  some  other 
means.  In  Edmonton  this  is  done  on  the  floor  space 
occupied,  according  to  a  varying  schedule  of  rates  that 

1.  Edmonton  Charter,  1931,  Consolidation,  s.321. 
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takes  into  consideration  such  factors  as  location  with 

regard  to  main  thoroughfares,  the  frontage  on  the  street 

and  total  area.  It  is  noted  that  this  is  the  manner  of 

arriving  at  the  assessments  for  several  department 

1 

stores  in  Edmonton.  The  accuracy  of  such  as  assessment 
will  depend  upon  how  well  the  rate  schedule  applies  to 
existing  conditions,  but  with  any  assessment  based  upon 
such  an  external  rating  system  there  is  likely  to  be  a 
considerable  divergence  between  that  assessment  and  one 
based  upon  actual  rents.  It  would  also  seem  that  assess¬ 
ment  of  rental  value  on  owner- occupied  premises  tends  to 
lag  behind  that  of  actual  rents  paid,  for  valuation  on 
these  premises  is  not  changed  until  a  fairly  pronounced 
change  is  obvious  in  general  rental  values,  then  the 
change  is  brought  about  by  a  uniform  percentage  in¬ 
crease  upon  all  owner- occupied  buildings,  which  tends 

2 

to  be  quite  an  arbitrary  figure. 

There  are  also  cases  where  rental  value  bears 
little  if  any  relation  to  the  amount  of  business  done. 

1.  Eaton’s,  Woodward’s,  The  Hudson’s  Bay  Company. 

2.  An  increase  in  assessment  of  25%  on  owner-occupied 
business  premises  took  place  in  Edmonton  in  1949. 
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A  good  example  may  be  found  in  the  case  of  general 
contractors,  many  of  whom  have  no  other  place  of  busi¬ 
ness  than  their  home.  On  a  rental  value  basis,  all  that 
can  be  done  is  to  levy  some  arbitrary  assessment  on 
them.  In  Edmonton  all  contractors  having  no  place  of 

business  other  than  their  homes  are  levied  the  minimum 
1 

assessment  which  bears  no  relation  to  the  amount  of 
business  done  and  is  very  unproductive  of  revenue. 

As  a  rough  approximation,  an  assessment  on  rental 
value  would  indicate  a  certain  amount  of  equity  as 
among  businesses  for  rents  are  a  price  determined  in 
market  for  business  premises,  but  when  one  considers 
that  at  any  one  time  there  can  be  divergencies  of  some 
magnitude  in  the  actual  rents  paid  for  what  would  appear 
to  be  similar  locations,  and  added  to  this,  we  have 
owner-occupied  premises  determined  on  an  entirely  diff¬ 
erent,  if  not  an  arbitrary  basis,  it  would  seem  that 
rental  value  is  not  a  simple  concept,  but  one  that  can 
be  subject  to  wide  inequities.  If  inequities  exist  in 
the  tax  base  then  the  tax  itself  can  scarcely  do  just¬ 
ice  to  all.  It  would  seem  that  the  supposed  automatic 

1.  $60  at  10 io  making  an  annual  tax  of  $6.00. 
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1 

advantages  of  a  rental  value  assessment  are  outweighed 
by  the  inequities. 

One  would  be  inclined  to  think  that  a  tax  based 
on  the  assessed  value  of  the  buildings,  as  used  in  the 
general  property  tax,  would  be  a  more  equitable  basis 
of  assessment  among  businesses.  Then  all  business  prem¬ 
ises  would  at  least  be  assessed  by  a  similar  formula 
and  it  seems  that  this  assessment  could  be  made  to 
reflect  changes  in  building  values  far  more  equitably 
than  the  present  rental  assessment.  It  would  also  be 
possible  to  use  the  property  tax  assessment  and  thereby 
eliminate  the  present  special  yearly  assessment  of  the 
business  premises.  Inequities  may  arise  from  such  an 
assessment,  but  they  would  appear  to  be  less  than  those 
existing  under  the  present  rental  assessment  basis. 

In  the  last  analysis,  any  external  indication  of 
business  profits  or  net  income,  such  as  rental  value  or 

assessed  value,  is  a  very  rough  estimate  of  ability. 

2 

It  is  the  opinion  of  R.M. Clark  that  there  is  so  much 
variation  in  profits  within  any  line  of  business,  that 

1.  See  p.52. 

2.  Clark,  R.M. ,  op.  eit.,  p.499. 
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the  idea  of  having  the  business  tax  upon  rental  value 

was  contrary  to  the  principle  of  ability. 

b.  Classification  of  Rates 

In  an  attempt  to  make  the  business  tax  more 

equitable  to  various  types  of  business,  the  tax  rates 

applied  to  the  rental  assessments  have  been  classified 

in  Edmonton  with  higher  rates  applying  to  some  types  of 

business.  The  bulk  of  businesses  are  grouped  into  the 

10$  bracket,  which  is  the  general  rate,  and  any  '’business 

1 

not  specially  mentioned”  is  also  included  in  this  group. 

There  is  one  rate  group  below,  namely,  manufacturers  at 

6$,  and  three  groups  above  -  barristers,  physicians, 

surgeons  and  occulists  at  12$,  wholesale  merchants  and 

dealers  at  15$,  and  banks,  transportation  and  telephone 

2 

companies  at  20$. 

The  reasons  for  classifying  the  rates  of  the 
business  tax  proceed  along  two  lines;  either  that  some 
businesses  are  required  by  the  nature  of  their  under¬ 
taking  to  rent  more  valuable  premises  than  others, 
which  is  not  reflected  in  their  ultimate  ability  to  pay, 

1.  Edmonton  Charter,  1931,  Consolidation,  s.321, 
para.  ee. 

2.  Ibid. 
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or  that  some  businesses  make  higher  profits  in  similar 
premises.  This,  of  course,  omits  the  political  argument 
which  is  often  attributed  to  be  a  motive  for  levying 
different  tax  rates. 

In  connection  with  the  first  argument,  it  is 
often  asserted  that  retail  stores  are  required  to  occupy 
premises  which  are  valued  more  highly  than  those  of  the 
wholesale  merchant.  It  would  therefore  seem  that  there 
is  a  case  for  levying  a  higher  tax  rate  upon  the  whole¬ 
saler,  if  his  rents  are  lower  in  proportion  to  income 
than  those  of  the  retailer.  In  Edmonton,  all  retail 
stores  are  put  into  the  general  class  (i.e.  10%),  while 
all  the  wholesale  places  are  levied  on  a  rate  of  15%. 
This  would  assume  that  a  constant  relation  existed 
between  all  wholesale  and  retail  establishments. 

However,  if  we  consider  the  varying  space, 
location,  trackage  and  building  requirements  of  whole¬ 
salers  which  will  be  reflected  in  their  rental  value 
and  the  resulting  assessments,  we  can  see  that  there 
will  be  little  uniformity  in  the  rental  assessments  of 
individual  wholesalers,  nor  is  there  likely  to  be  any 
more  uniformity  as  among  various  retail  establishments. 
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In  fact,  there  seems  as  much  justification  for  differ¬ 
ential  rates  among  various  retail  stores  or  various 
wholesale  outlets  as  there  is  for  any  differential 
between  the  two  groups  as  such. 

Further  examination  of  the  classified  rate 
structure  reveals  that  barristers,  physicians,  surgeons 
and  occulists,  among  others,  are  levied  at  the  12%  rate, 
which  would  seem  equitable  on  the  grounds  of  space 
requirements.  However,  we  note  that  opticians  and 
optometrists  are  placed  in  the  general  rate  group  of 
10%.  Gan  we,  then,  justify  these  people  being  levied 
at  a  lower  rate  on  the  grounds  of  larger  space  require¬ 
ments?  It  would  seem  not,  nor  does  it  appear  that  we 
can,  on  the  grounds  of  space  requirements,  justify  a 
separate  classification  for  banhs  and  loan  or  trust 
companies.  On  the  grounds  of  space  requirements,  as 
reflected  in  rental  values,  it  would  appear  that  the 
present  classification  is  quite  arbitrary. 

On  the  question  of  profitability,  it  would  seem 
equitable  to  classify  rates  if  some  lines  of  endeavour, 
on  a  basis  of  the  ratio  of  profits  to  rents,  are 
relatively  more  profitable  than  others.  The  problem 
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is,  then,  one  of  trying  to  determine  whether  there  are 
different  relative  profits  in  differing  endeavours,  and 
if  so,  how  we  are  to  group  them  on  the  basis  of  equity. 

If  we  turn  again  to  the  Edmonton  classification 
we  note  that  all  retail  stores  are  classed  in  the  same 
group.  Now  if  we  compare  the  large  department  store 
with  a  small  retail  outlet,  it  would  seem  that  the  large 
retail  concern,  due  to  the  economies  of  large  scale 
buying,  is  in  a  position  to  make  a  relatively  higher 
profit  than  the  smaller  store.  Therefore,  on  the  basis 
of  profit,  it  would  seem  that  it  is  inequitable  to  tax 
all  retail  stores  at  the  same  rate,  regardless  of  size 
or  type.  Again,  with  wholesalers  there  seems  to  be 
grounds  for  varied  rates  within  the  broad  group. 

In  this  connection,  it  may  be  noted  that  the 

Winnepeg  tax  does  allow  for  varied  rates  of  from  6 %  to 

14 within  the  retail  group,  but  wholesalers  are  levied 

at  a  straight  10%,  except  wholesale  oil  dealers  where 

1 

a  rate  of  17%  prevails.  In  the  taxation  system  of 
Ontario  cities,  wholesalers  are  taxed  at  a  rate  three 
times  that  levied  on  retail  establishments.  As  far  as 


1.  Winnipeg  Charter,  1940,  s»292 
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can  be  discerned,  these  classifications  do  not  seem  to 
be  backed  up  with  any  research  on  the  subject.  In  the 
main,  the  classifications  laid  down  in  the  original 
provisions  for  the  business  tax  have  tended  to  remain 
pretty  well  fixed.  Edmonton  has  reduced  the  rate  on 
banks  by  5$,  and  has  reduced  the  rate  on  physicians, 
surgeons  etc.  by  3%  as  a  result  of  a  more  determined 
protest  by  these  groups.  There  has,  however,  been  no 
real  reform  attempted  in  the  tax  classification.  Even 
if  there  was  a  rough  basis  for  the  classified  structure, 
which  is  doubtful,  at  the  time  the  various  business 
taxes  were  introduced,  it  does  not  hold  that  these  same 
reasons  will  still  be  valid  after  periods  of  thirty  to 
fortjr  years  and  longer. 

It  was  the  opinion  of  Professor  R.M. Clark  that  a 

flat  rate  tax  was  "less  removed  from  the  principle  of 

ability  to  pay  than  any  system  of  business  tax  gradu- 

"  1 

ation  or  classification  yet  adopted  in  Canada  , 
because  it  avoided  arbitrariness  and  it  would  be  easier 

1.  Clark,  R.M.  ,  op.  cit.,  p.5Q. 
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1 

to  administer.  While  this  may  be  valid  for  parts  of 
the  present  system  of  classification  in  Canadian  cities, 
it  is,  however,  my  contention  that  the  flat  rate  ab¬ 
solutely  ignores  the  principle  of  ability,  especially 
when  it  is  admitted  that  there  are  widely  varying 
profits  among  businesses.  This  lumps  all  business  into 
the  one  group  and  can  have  no  relation  at  all  to  the 
ability  principle.  In  examining  the  Edmonton  classifi¬ 
cation,  it  would  seem  that  the  present  groups  are  much 
too  inclusive,  lumping  too  many  entirely  different 
businesses  into  the  one  group.  It  is  my  opinion  that 
these  groupings  should  be  much  narrov/er  than  they  are 
at  present.  Among  the  retail  stores  one  CGUld  suggest 
separate  groupings  for  department  stores,  drug  stores, 
retail  groceries,  retail  hardwares,  clothing  stores, 
butcher  shops,  etc.  A  classification  of  rates  which 
would  pay  homage  to  the  ability  principle,  could  be 
arrived  at  by  comparing  the  ratio  of  the  rental  assess¬ 
ment  to  the  net  profits  for  the  various  businesses  in 
in  a  group,  to  secure  a  group  average.  By  comparing 

1.  Clark,  R.M. ,  A  Business  Tax  for  Vancouver,  An  address 
to  the  General  Meeting  of  the  Board  of  Trade, 
Vancouver,  duly  El,  1941,  p.7. 
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the  various  group  averages,  a  relationship  could  be 
established  between  various  groups.  It  is  probable 
that  these  averages  might  have  to  be  weighted  to  show 
a  truer  picture  of  the  relative  volume  of  various  busi¬ 
nesses  within  the  groups.  These  comparative  ratios 
could  then  be  expressed  in  percentage  ratios  to  be 
levied  for  the  business  tax. 

Such  a  classification  would  not  eliminate  all 
inequities,  but  it  would  bear  a  closer  relation  to 
profit  and  the  principle  of  ability  than  exists  in  the 
present  classifications,  or  in  any  flat  rate.  It  would 
be  in  the  interests  of  equity  to  reconsider  such  a 
classification  from  time  to  time,  say  every  three  to 
four  years,  to  allow  for  changing  conditions.  From  the 
standpoint  of  administration,  I  do  not  believe  this 
detailed  rate  structure  would  be  more  difficult  to 
apply  than  the  present  classified  tax. 

If  the  present  basis  of  assessment  is  to  be  re¬ 
tained,  and  this  seems  likely,  for  the  proposed  uniform 
charter  for  Alberta  cities  adopts  this  basis,  it  does 
seem  that  some  attention  will  have  to  be  paid  to  classi¬ 
fication  to  reduce  the  inequities,  which  will  become 
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more  apparent  if  the  tax  is  made  more  productive  of 
revenue  by  a  general  increase  in  the  tax  levy. 

It  should  be  understood  that  classification  of 
rates  is  solely  an  attempt  to  correct  as  much  as  poss« 
ible  the  inequities  which  exist  under  an  ill  designed 
tax. 
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5.  A  GROSS  RECEIPTS  TAX  AS  AN  ALTERNATIVE 


It  is  widely  recognized  that  a  tax  on  net  income 
can  he  the  most  equitable  and  productive  form  of  tax¬ 
ation.  This  tax  has  received  much  attention  both  from 

1 

practical  and  theoretical  standpoints,  and  the  merits 
are  so  generally  accepted  that  I  do  not  propose  to  deal 
with  them  here.  While  this  form  of  taxation  has  been 
tried  at  the  level  of  local  government,  it  is  now  con¬ 
sidered  as  being  more  applicable  at  the  national  level. 

In  Alberta,  the  cities  of  Edmonton  and  Calgary 
originally  were  given  the  right  to  levy  an  income  tax 
which  was  replaced  by  a  similar  service  tax  in  1921,  and 
in  1932  these  cities  bowed  out  of  the  field  in  return 

for  a  small  diminishing  yearly  grant  from  the  Provincial 
2 

Government.  During  the  war  years  the  Province  surrend¬ 
ered  its  right  to  collect  an  income  tax  under  the  tax 


1.  Buehler,  A.G. ,  Public  Finance,  New  York,  1940, 

Chs.  XXEII  &  XXIV.  Lutz,  H.L. ,  Public  Finance,  N.Y. , 
&  London,  1947,  Chs.  XX  &  XXI.  Hicks,  U.K., Public 
Finance,  Cambridge,  Ch.  XII.  Groves,  H.M. ,  Financ¬ 
ing  Governments,  N.Y. ,  1945,  Chs.  VII,  VII  &  IX. 

2.  Report  of  the  Alberta  Taxation  Inquiry  Board  on 
Provincial  and  Municipal  Taxation,  Edmonton,  1935, 
p .  96 . 
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rental  agreements  with  the  Federal  Government,  and  these 

1 

agreements  were  renewed  again  in  1947,  so  that  the 
Dominion  Government  now  has  a  virtual  monopoly  of  this 
field.  Keeping  this  development  in  mind,  there  seems 
little  likelihood  of  the  net  income  tax  on  business, 
despite  its  advantages,  ever  being  a  part  of  the  muni¬ 
cipal  tax  system. 

A  suggested  alternative  to  the  present  form  of 
business  tax  or  one  on  net  income,  is  a  tax  on  gross 
proceeds.  This  tax  has  been  used  extensively  at  the 
local  level  of  government  to  determine  the  tax  levies 
on  public  utilities,  and  a  form  of  this  tax  is  being 
used  at  present  by  Edmonton  to  arrive  at  the  tax  levy  on 
the  municipal  -  owned  utilities.  As  a  straight  levy 
upon  gross  receipts,  the  tax  suffers  from  some  of  the 
same  disadvantages  as  other  taxes  which  attempt  to 
measure  ability  by  some  external  index,  but  it  is  often 
thought  that  a  levy  on  gross  proceeds  can  be  made  to 
reflect  ability  more  closely  than  taxes  based  on  other 
external  approximations  of  ability.  Again,  to  make  this 
tax  base  conform  more  closely  to  ability  and  net  income 

1.  Canada  Year  Book,  1947,  p.969. 
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some  classification  has  generally  to  he  introduced, 
which  attempts  to  take  into  consideration  the  differing 
abilities  of  business  which  are  not  apparent  in  their 
total  receipts.  Louisiana  has  made  use  of  a  system  of 
classification  in  applying  a  tax  on  gross  proceeds, 
which  H. L. Lutz  finds  is  "characterized  by  excessive 
detail,  arbitrary  and  illogical  classification  of  busi¬ 
ness  enterprises,  and  confusion  between  the  purposes 

of  police  regulation  and  taxation  for  bona  fide  revenue 
1 

purposes".  All  of  which  shows  that  the  dangers  inherent 
in  classification  are  not  singularly  applicable  to  the 
present  business  tax,  but  can  apply  equally  to  one  based 
on  gross  receipts. 

A  suggested  alternative  form  has  been  advocated 
2 

by  Mr. Alfred  Gray.  The  assessment  base  of  this  tax 
would  be  the  total  sales  of  each  business,  multiplied 
by  its  average  mark  up.  At  first  appearance,  this 
would  seem  to  be  an  entirely  logical  system,  but  when 
one  questions  what  the  average  mark  up  coefficient 

1.  Lutz,  H.L. ,  Public  Finance,  p.445. 

2.  As  reported  by  R.M. Clark  in  an  Address  to  the 
Vancouver  Board  of  Trade,  July  21,  1947,  p.5. 
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would  be,  a  few  of  the  problems  of  such  a  tax  become 
apparent.  Would  the  average  mark  up  be  that  actually 
used  by  each  individual  business,  or  would  it  again  be 
a  classified  mark  up  and  applied  to  groups  of  business 
as  under  the  present  rental  tax?  Then,  what  would  be 
the  average  mark  up  of  a  retail  establishment  selling 
a  variety  of  merchandise  with  various  mark  ups  being 
applied  to  determine  the  selling  price?  From  these 
remarks,  it  may  be  apparent  that  the  average  mark  up  can 
be  quite  a  complex  idea,  and  that  for  administrative 
purposes  it  would  likely  amount  to  a  classified  coeffic¬ 
ient  being  applied  to  business  receipts.  The  percentage 
mark  up,  nevertheless,  is  quite  a  concrete  and  widely 
used  business  concept,  and  as  such  it  seems  that  invest¬ 
igation  could  reveal  quite  an  equitable  table  of  results. 

It  seems  that  the  mark  up  remains  fairly  constant, 
and  therefore  yearly  compilation  would  not  be  necessary, 
but  revision  could  be  done  as  existing  conditions 
altered.  In  the  interest  of  equity,  it  would  be  possible, 
where  a  business  claimed  that  the  levied  mark  up  was  too 
high,  to  put  the  onus  of  proof  on  the  business  concerned. 

The  total  sales  figure  has  now  to  be  calculated 
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every  year  for  the  Dominion  Government’s  income  tax 
return,  and  this  figure  could  be  accepted  for  city  assess 
ment  puposes,  it  being  a  convenient  and  accurate  figure 
for  city  tax  officers  and  yet  not  causing  the  business 
firm  any  extra  expense  in  preparing  the  figure.  Thus, 
from  an  administrative  point  of  view,  there  would  not 
seem  to  be  any  more  expense  in  the  assessing,  levying, 
and  collecting  the  suggested  tax  than  is  experienced 
with  the  present  tax.  Such  a  tax  more  closely  approx¬ 
imates  relative  ability  to  pay  than  any  of  the  present 
taxes  on  assessed,  rental  or  space  values.  The  total 
receipts  of  the  firm  multiplied  by  the  percentage  mark 
up,  although  the  mark  up  includes  operating  expenses  as 
well  as  profits,  would  be  as  equitable  a  figure 
among  various  firms  as  could  be  arrived  at,  outside  of 
the  net  income  figure  itself. 

The  one  difficulty  would  be  in  arriving  at  the 
percentage  mark  up  figure.  Allowing  the  business  to 
prove  its  case  against  too  high  a  figure,  would  ensure 
that  some  firms  were  not  being  dealt  with  more  severely 
than  others.  It  would,  of  course,  be  the  city’s  res¬ 
ponsibility  to  ensure  that  other  firms  were  not  being 
dealt  with  too  leniently. 
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Such  a  tax  would  certainly  reflect  business 
conditions  rapidly  and  accurately,  and  as  a  result, 
would  be  a  bouyant  source  of  revenue  in  good  times,  but 
of  course,  the  reverse  during  depression  conditions. 
While  stability  of  revenue  from  this  source  would 
depend  upon  general  business  conditions,  it  would 
certainly  be  a  more  productive  source  of  revenue  in 
good  times.  If  a  city  were  to  make  this  tax  a  sub¬ 
stantial  source  of  revenue,  it  would  have  to  budget  for 

surpluses  in  good  times  which  would  be  used  to  cover 

1 

deficits  in  the  lean  years. 

1.  Hansen,  A.H. ,  &  Perloff ,  H.3. ,  State  and  Local 
Finance  in  the  National  Economy,  Norton,  1944, 
p .213. 
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6.  SHIFTING  AND  INCIDENCE  OF  BUSINESS  TAXES 

We  shall  now  turn  our  attention  briefly  to  the 

shifting  and  incidence  of  the  present  and  proposed 

business  taxes.  Incidence  is  defined  as  the  ultimate 

burden  of  the  tax,  while  shifting  is  the  process  of 

moving  the  tax  from  the  party  who  bears  the  impact  of 

1 

the  tax  to  the  party  on  whom  the  incidence  rests. 

The  ultimate  burden  of  business  taxes  is  not 
easy  to  determine.  The  whole  basis  on  which  the  current 
theories  of  incidence  and  shifting  rests  is  based 
largely  on  deductive  reasoning.  However,  in  comparing 
the  merits  of  various  forms  of  taxation,  it  is  advant¬ 
ageous  to  know  the  theoretical  possibilities  of  shift¬ 
ing  and  incidence  that  exist  under  given  conditions 
2 

in  each  tax. 

We  shall  mainly  confine  ourselves  to  the  present 
business  tax  on  rentals,  the  unit  sales  tax,  and  the 
proposed  gross  proceeds  tax  in  this  discussion.  The 
rentals  tax  is,  in  effect,  a  lump  sum  tax,  that  is,  it 

1.  Groves,  H.M. ,  Financing  Governments,  Ch.6,  p.120. 

2.  Ibid.,  Ch.6. 

Lutz,H.L. ,  Public  Finance,  Ch.  XXVI. 
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is  not  affected  by  variations  in  output,  and  as  such, 
amounts  largely  to  an  item  of  fixed  cost.  The  tax  on 
gross  receipts  is  a  changing  variable  cost  tax;  in 
other  words,  it  is  a  percentage  levy  on  total  output 
as  differentiated  from  a  set  levy  per  unit  of  output. 

The  possibilities  of  shifting  depend  upon  the 
demand  and  supply  conditions  which,  of  course,  are  in 
turn  dependent  upon  other  factors.  In  general,  the  tax 
cannot  be  shifted  unless  it  is  possible  to  increase 
price  and  the  amount  of  forward  shifting  will  depend 
upon  the  relative  strength  of  buyers  as  well  as  the 
sellers. 

Under  monopoly  conditions,  any  lump  sum  tax, 

such  as  the  rental  tax,  will  be  paid  out  of  monopoly 

1 

profits  for  this  item  would  represent  a  fixed  cost  and 
as  such  will  not  affect  price  and  output,  assuming,  of 
course,  that  these  were  at  the  point  of  maximum  profit 
before  the  tax.  On  the  other  hand,  when  the  tax  is 

1.  Meyers,  H.L.,  Economic  Problems,  New  York,  1939, Ch. 3, 
This  section  and  the  one  on  monopolistic  competition 
follows  Meyer’s  analysis,  which  coincides  with  the 
prevailing  theories  on  incidence  and  shifting, 
contained  in  the  Public  Finance  texts  of  Groves, 

Lutz  and  Buehler. 
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constant  per  unit  of  output,  greater  possibilities  of 
shifting  are  evident,  as  the  tax  now  becomes  a  uniform 
variable  cost  factor  which  is  reflected  in  the  movement 
of  the  marginal  cost  curve  upward,  which  permits  the 
firm  to  change  output  and  price,  and  in  so  doing  enables 
part  of  the  tax  to  be  shifted;  the  amount  of  shifting 
being  dependent  upon  the  former  equilibrium  position  on 
the  marginal  cost  curve  and  the  slope  of  the  demand  curve, 
thus  the  more  elastic  the  demand  curve  the  less  price 
will  rise  and  the  tax  will  be  shifted  less. 


UNIT  SALES  TAX 


GROSS  RECEIPTS  TAX 
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A  tax  on  gross  receipts,  although  similar  to  the 

unit  tax,  presents  fewer  opportunities  for  shifting, for 

this  tax  is  a  percentage  tax  on  total  revenue  and  as  a 

result,  the  marginal  cost  curve  does  not  move  upward  by 

jl 

a  constant  amount  but  by  relative*" smaller  amounts 
throughout  the  curve.  Reference  to  the  foregoing 
diagrams  will  illustrate  this  point. 

A  gross  receipts  tax  will  occasion  much  less 
reduction  in  output  and  a  smaller  increase  in  price 
than  a  tax  of  a  similar  amount  levied  as  a  tax  per  unit 
of  output.  The  incidence  of  the  gross  receipts  tax  is 
likely  to  fall  more  heavily  upon  the  seller  than  it  would 
under  the  unit  sales  tax. 

While  conditions  of  perfect  monopoly  do  exist 
among  city  business  firms,  the  more  general  case  would 
be  that  characterized  as  imperfect  competition.  Hence, 
it  is  to  the  possibilities  of  shifting  under  these 
conditions  that  we  now  turn  our  attention.  Again,  the 
rentals  tax  being  an  item  of  fixed  cost,  there  will  be 
no  tendency  to  change  price  or  output.  However,  it  is 
possible  that  the  tax  burden  may  force  some  competing 
firms  out  of  business,  thus  increasing  the  demand  for 
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the  remaining  firms.  When  and  if  this  happens,  it  would 
then  he  possible  for  the  remaining  firms  to  raise  their 
prices  and  thus  shift  some  or  all  of  the  tax,  depending 
on  the  demand  shift.  Also,  under  conditions  of  oligo¬ 
poly,  which  is  characterized  by  few  sellers  acting 
according  to  their  rivals,  it  is  quite  possible  all 
would  raise  their  price  in  face  of  a  new  tax.  The 
amount  of  the  rise  would  depend  upon  the  condition  of 
demand  elasticity  facing  them.  In  any  case,  the  poss¬ 
ibilities  of  shifting  are  greater  under  conditions  of 
oligopoly. 

In  the  case  of  the  gross  proceeds  tax,  the  cost 
curves  of  the  individual  firms  will  be  affected  as  under 
monopoly  conditions  with  the  tendency  to  shift  being 
more  pronounced  the  more  widespread  the  tax  is. 

However,  the  income  effect  must  not  be  lost  sight  of 
here,  for  all  prices  cannot  be  raised  by  a  uniform  per¬ 
centage  without  a  decline  in  the  purchases  of  some  items 
becoming  evident.  Hence,  the  tax  is  likely  to  be 
shifted  in  cases  where  the  demand  for  the  commodity  is 
inelastic,  while  the  firms  selling  products  having  an 
elastic  demand  are  likely  to  have  to  bear  the  incidence 
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of  the  tax  themselves. 

Under  competitive  conditions,  the  position  of  the 
marginal  producer  generally  determines  the  possibilities 
of  shifting.  The  tax  being  an  added  cost  cannot  be 
passed  on  until  supply  is  curtailed,  usually  by  the 
elimination  of  the  marginal  producer,  allowing  price  to 
change  in  response  to  the  new  conditions  of  supply  and 
demand.  The  nature  of  the  tax  under  competitive  condit¬ 
ions,  assuming  it  is  levied  on  all  competitors,  is  not 
so  important  as  under  other  conditions  of  supply. 

Under  pure  competition,  either  tax  could  not  indefin¬ 
itely  rest  upon  the  sellers,  as  this  would  indicate  that 
more  than  normal  profits  were  being  made,  and  when 
conditions  are  such  that  shifting  can  take  place,  it  is 
largely  a  matter  of  choice  as  to  which  form  is  shifted 
more  easily. 

Thus,  in  considering  the  incidence  and  shifting 
of  a  business  tax,  it  will  be  necessary  to  have  some 
idea  of  the  various  supply  conditions,  for  under  mono¬ 
poly  conditions  it  would  seem  that  the  lump  sum  tax  is 
more  likely  to  hit  at  monopoly  profits  than  one  on  gross 
receipts,  which  can  be  more  easily  shifted  by  the 
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monopolist.  However,  in  general  it  seems  that  the 
larger  number  of  firms  paying  the  business  tax  will 
fall  somewhere  between  monopoly  and  pure  competition. 

In  the  short  run,  it  could  be  said  that  here 
again  the  gross  receipts  tax  is  easier  to  shift,  but  in 
the  longer  period  it  has  been  shown  that  the  lump  sum 
tax  can  also  be  shifted,  and  that  in  the  final  analysis, 
there  will  not  be  a  uniform  shift  under  either  tax. 

Firms  facing  an  elastic  demand  for  their  product  will 
find  it  harder  to  shift  either  tax,  while  those  firms 
selling  necessities  will  find  shifting  an  easier  matter. 
The  more  competitive  business  becomes,  tfee-n  it  is  more 

1 

likely  that  both  taxes  will  be  shifted  in  the  long  run. 

It  may  be  significant  to  point  out  here  that  either  of 

the  above  taxes  is  more  subject  to  shifting  than  a  tax 
2 

on  net  income. 

In  addition  to  the  problem  of  convenience  in 
securing  adequate  revenue,  the  taxing  authority  must 
also  consider  the  party  on  whom  they  wish  the  ultimate 

1.  Groves,  H.M. ,  Public  Finance,  Ch.VT. 

2.  Hanson,  A.H. ,  &  Perloff,  H.S. ,  State  and  Local 
Finance,  p.38.  Meyers,  A.L. ,  Modern  Economic 
Problems,  Prentice  Hall,  New  York,  1939,  p.44. 
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tax  "burden  to  fall.  If  they  feel  that  there  is  a  large 
and  profitable  monopoly  element  in  business,  then 
generally  the  rentals  tax,  which  will  mainly  come  out 
of  profit,  will  be  the  more  desirable  tax.  On  the  other 
hand,  if  competitive  business  is  relatively  more  import¬ 
ant,  the  question  of  final  incidence  would  have  less 
bearing  upon  the  choice  between  the  two  taxes. 

In  general  then,  it  seems  that  the  gross  proceeds 
tax,  as  suggested,  would  not  be  shifted  with  much 
greater  ease  than  the  fixed  tax,  and  in  this  connection, 
the  more  closely  one  can  make  the  gross  proceeds  tax 
approximate  one  on  net  income,  then  the  shifting  possi¬ 
bilities  will  be  more  removed  from  the  unit  sales  tax 
and  bear  a  closer  resemblance  to  a  tax  on  net  income, 
which  is  more  difficult  to  shift. 
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1.  NATURE  OF  LOCAL  PUBLIC  DEBT 

To  meet  the  growing  demand  of  urban  communities 
for  expanded  social  services  and  public  improvements, 
local  governments,  whose  current  sources  of  revenue  are 
within  fairly  fixed  limits,  have  generally  to  resort  to 
borrowing  funds  to  finance  the  initial  costs  of  many  of 
these  improvements.  In  addition,  many  public  improve¬ 
ments  such  as  buildings,  bridges  and  sewage  systems, 
and  the  like  are  of  a  very  enduring  character  and  it  is 
felt  that  it  is  only  right  to  expect  those  who  are  to 
use  these  facilities  in  the  future  years  to  bear  a 
proportionate  burden  of  the  original  cost.  The  distri¬ 
bution  of  the  burden  of  cost  upon  the  future  users  can 
be  done  in  an  equitable  way  by  borrowing  the  original 
sum  and  paying  back  the  loan  over  a  period  of  years. 

The  right  of  a  city  government  to  incur  a  debt 

to  be  paid  out  of  future  revenue,  the  purposes  for 

which  debt  may  be  incurred,  and  the  time  and  method  of 

repayment  of  the  debt,  are  all  generally  set  out  in  the 
1 

city  charter.  While  the  whole  topic  of  public  debt 

1.  Edmonton  Charter,  Office  Consolidation,  1931, 
s.  291  -  318. 
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brings  up  many  problems,  we  shall  confine  ourselves  in 
this  section  to  the  problem  of  repayment  and  management 
of  debt,  and  shall  not  discuss  the  reasons  for  which 
debts  are  and  have  been  incurred,  except  in  as  much  as 
they  are  relevant  to  the  question  of  repayment. 

Local  government  borrowing  consists  of  short  and 
long  term  loans.  Short  term  loans  often  consist  of 
bank  loans,  which  are  only  meant  to  tide  the  admini¬ 
stration  over  temporary  difficulties.  Long  term  loans, 
on  the  other  hand,  are  generally  used  to  finance 
capital  improvements  of  a  durable  nature.  Local 
government  long-term  borrowing  is  usually  effected  by 
the  sale  of  municipal  bonds  of  varying  sorts. 

Before  city  governments  may  undertake  long-term 

borrowing,  certain  laid  down  regulations,  which  are 

designed  to  safeguard  the  public  interests,  have  to  be 

complied  with.  In  Edmonton,  the  local  council  must 

1 

remain  within  a  debt  limit,  secure  approval  of  the 
Public  Utilities  Commission,  a  Provincial  Government 
regulating  authority,  and  finally,  secure  assent  by  a 

1.  Edmonton  Charter,  s.  291,=  30 $  of  total  assessment. 
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majority  vote  of  the  burgesses  at  a  general  civic 
1 

election  before  proceeding  with  the  borrowing. 

In  order  that  a  debt  may  be  successfully  retired 
over  a  period  of  years  out  of  successive  yearly  revenues 
of  the  city,  it  is  necessary  to  make  provision  for  a 
plan  of  orderly  retirement  at  the  time  the  debt  is 
incurred. 

1.  Ibid.,  s.  252.  and  Public  Utilities  Act,  Ch.28, 
Revised  Statutes  of  Alberta,  Part  IV,  s.102. 
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2.  METHOD  OF  DEBT  RETIREMENT 

a.  Sinking  Fund 

In  the  main,  there  are  two  methods  currently 
employed  by  local  governments  to  provide  for  an  orderly 
retirement  of  public  funded  or  long  term  debt.  The  first 
and  older  method  of  debt  retirement  is  accomplished  by 
means  of  a  sinking  fund.  Under  this  type  of  debt 
retirement,  all  the  bonds  pertaining  to  a  certain  issue 
have  the  same  maturing  date,  so  many  years  hence.  In 
order  that  the  necessary  funds  will  be  available  on  or 
slightly  before  the  maturing  date  of  the  issue,  arrange- 
ments  are  made  for  regular  payments  to  be  made  to  the 
sinking  fund,  so  that  these  regular  payments,  plus  the 
expected  interest  that  can  be  earned  from  investment  of 
these  funds,  will  be  sufficient  to  retire  the  issue  at 
maturity.  Bonds  whose  retirement  is  provided  for  by  a 
sinking  fund  are  known  as  term  bonds. 

b.  Serial  Bonds 

The  second  and  more  recent  method  of  debt 
retirement  is  accomplished  by  the  issue  of  serial 
bonds.  The  maturing  dates  of  these  bonds  are  arranged 
so  that  a  certain  number  fall  due  and  have  to  be 
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retired  each  year.  In  this  way,  the  debt  is  gradually 
liquidated. 

There  are  various  types  of  serial  bonds  which 
are  designed  to  suit  the  needs  of  the  municipality; 
these  are,  briefly,  the  straight  serial,  the  serial 
annuity,  the  deferred  serial  and  the  irregular  serial. 

The  straight  serial  bond  issue  is  one  in  which 
approximately  an  equal  amount  of  the  principal  matures 
each  year.  Under  this  type  of  bond  the  payments  will 
be  heaviest  in  the  early  years  due,  of  course,  to  the 
higher  interest  requirements  during  these  years.  The 
serial  annuity,  on  the  other  hand,  is  designed  so  that 
the  yearly  totals  of  interest  and  maturing  bonds  will 
be  approximately  equal  throughout.  Deferred  serials 
are  designed  to  postpone  the  first  maturing  dates  for 
a  period  of  years,  not  usually  beyond  five  years.  A 
city  may  use  this  type  when  it  feels  that  its  commit¬ 
ments  in  the  immediate  future  are  such  that  it  would 
be  wise  to  postpone  retirement  of  the  bond  issue. 

This  will,  of  course,  necessitate  heavier  payments  in 
the  remaining  years.  Finally,  under  the  irregular 
serial  the  maturing  dates  are  arranged  at  irregular 
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intervals f  Past  commitments  of  the  city,  along  with 
regular  new  serial  maturities,  might  occasion  particu¬ 
larly  heavy  loads  in  certain  years.  The  irregular 
serial  bond  is  used  to  even  out  the  yearly  debt  pay¬ 
ments. 

Under  ordinary  circumstances  the  straight  serial 

is  the  best  type  of  serial  bond  to  use,  for  declining 

payments  in  the  future  lightens  the  past  debt  load  to 

1 

be  met  by  future  civic  governments.  The  actual  condit¬ 
ions  of  the  city’s  present  and  future  commitments  deter¬ 
mine  which  particular  serial  bond  it  should  use. 

Either  the  sinking  fund  bonds  or  the  serial 
bonds  may  be  callable,  which  simply  means  that  the 
bonds  not  yet  due  to  mature  may  be  called  in  and  re¬ 
tired  by  the  city  after  so  many  years,  usually  not 
under  ten.  The  provision  of  this  feature  in  bonds 
makes  it  possible  to  retire  old  issues  if  favourable 
city  finances  permit,  and  further,  it  provides  an 
opportunity  to  effect  a  saving  in  interest  paid  if  old 
bonds  can  be  called  and  new  ones  issued  bearing  a 
lower  interest  rate.  It  must  be  remembered,  however, 

1.  Chatters,  C.H.  ,  &  Hillhouse,  A.M. ,  Local  Government 
Debt  Administration,  rrentice  Hall,  N.Y. ,1939, Ch.II. 


1 


■ 


* 


t 


* 


-  ; 

,  ■ 

' 

.. 


■ 

' 


. 


.  . 


, 


87 


that  the  callable  privilege  will  usually  mean  that  the 
bond  will  have  to  bear  a  slightly  higher  interest  rate. 
If  the  long  run  prospect  is  that  interest  rates  on 
bonds  may  decline  considerably  with  respect  to  bonds  in 
general,  or  to  the  particular  city’s  bonds,  it  will  be 
worth  while  to  have  this  feature  in  the  bond.  If, 
however,  the  present  interest  rate  is  as  low  as  can  be 
expected  over  the  life  of  the  bond,  then  there  will  be 
little  use  in  paying  extra  for  this  privilege. 
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3.  ADVANTAGES  AND  DISADVANTAGES 

While  both  the  sinking  fund  and  serial  bonds 
are  designed  as  instruments  for  orderly  municipal  debt 
management,  the  differences  of  application  and  manage¬ 
ment  of  each  type  are  such  that  a  closer  examination 
of  the  merits  and  weaknesses  of  each  would  be  helpful 
in  determining  the  most  advantageous  method  for  a  city 
to  use  in  retiring  its  debt, 
a.  Sinki ng  Fund 

Retirement  of  debt  by  means  of  the  sinking  fund 

not  only  requires  regular  setting  aside  of  stated  sums 

of  money  each  year,  but  it  also  requires  that  these 

1 

sums  must  be  invested.  Many  of  the  local  government's 
difficulties  with  the  sinking  fund  can  be  traced  to  the 
problem  of  investment  of  the  fund.  Governments  of 
larger  centres  have  been  able  to  give  the  problem  of 
investment  of  sinking  funds  more  attention  and  have 
been  able  to  bear  the  cost  of  more  expert  administrative 
officials,  and  as  a  result,  have  been  more  successful 
in  the  handling  of  the  fund.  The  fund  can  never  be  any 
better  than  the  securities  in  which  the  investments 

1.  Munro,  W.B. ,  Principle  and  Methods  of  Municipal 
Administration,  pp.  471  &  472. 


■ 


, 


* 


. 


* 


. 

. 


89 


are  made.  It  is  now  generally  felt  that  the  sinking 

fund  is  not  a  wise  retirement  plan  for  the  smaller 

municipal  unit  because  of  the  risks  of  investment  and 

the  problems  of  fund  administration;  however,  it  is 

considered  to  have  advantages  for  the  larger  unit  that 

1 

can  have  advice  and  administration  of  a  high  calibre. 

The  fund  may  be  used  as  a  source  for  the  absorp¬ 
tion  of  a  new  issue  of  bonds  should  the  general  market 
be  temporarily  unsatisfactory.  It  may  be  used,  also, 
as  a  source  for  short-term  loans,  to  avoid  extremely 
high  interest  rates  on  such  loans,  but  this  should  not 
become  a  general  practice  for  it  can  be  subject  to  very 
grave  dangers  which  are  discussed  later. (See  p.93) 

There  are  occasions  when  there  is  a  particularly  good 
market  for  long-term  securities;  in  this  case  bhea  the 
sinking  fund  type  of  bond  is  desirable  as  it  would 
likely  be  possible  to  sell  the  long-term  bonds  at  a 
lower  interest  rate  than  that  which  would  have  to  be 
offered  on  serial  bonds. 

The  solvent  and  well  administered  sinking  fund 
also  allows  for  some  flexibility  that  is  not  possible 

1.  Chatters,  C.H. ,  &  Hillhouse,  A.M. ,  op.  cit.,  p.  19. 

2.  Ibid. 
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under  serial  bonds.  With  the  sinking  fund,  a  tempor¬ 
ary  inability  to  meet  its  yearly  contribution  to  the 
fund  is  not  likely  to  affect  adversely  the  city’s 
credit  standing,  while  with  the  serial  bond,  inability 
to  meet  any  maturity  may  mean  a  technical  default  which 
may  readily  impair  future  credit,  due,  of  course,  to 
the  more  widespread  adverse  publicity  which  arises 
from  a  case  of  default, 
b .  Serial  Bonds 

Serial  bonds,  on  the  other  hand,  present  advant- 
ages  which  are  not  so  contingent  upon  expert  administ¬ 
ration.  These  bonds  provide  for  an  efficient  and 
easily  managed  scheme  of  regular  debt  retirement.  The 
fact  that  certain  maturities  have  to  be  met  each  year 
is  a  better  guarantee  that  the  debt  will  be  retired 
fully  in  accordance  with  the  original  plans.  Since  it 
is  generally  more  difficult  to  postpone  payments  of  a 
serial  maturity,  the  city  has  more  incentive  to  keep 
its  payments  up  to  date  which  will  lessen  the  possi¬ 
bilities  of  resort  to  refunding,  which  simply  extends 
the  debt  further  into  the  future  at  a  greater  ultimate 
cost.  Serial  bonds  are  better  also  from  an  admini- 
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strative  point  of  view  in  that  they  eliminate  the 
problem  of  finding  safe  investments  that  will  yield  a 
fair  rate  of  return.  The  elimination  of  this  problem, 
besides  reducing  risk,  also  provides  for  lower  admini¬ 
strative  costs. 

The  serial  bond  also  shortens  the  average  life 
of  the  issue  which,  of  course,  means  that  the  interest 

1 

costs  will  be  lower  on  this  bond  than  on  the  term  bond. 

This  is  the  case  even  if  we  allow  the  investments  of 

the  sinking  fund  to  earn  the  same  rate  as  that  paid  on 
2 

the  bonds,  which  is  frequently  not  the  case,  for  a 
large  proportion  of  sinking  fund  investments  are  senior 
government  bonds  which,  although  they  are  an  exceed¬ 
ingly  safe  form  of  investment,  generally  offer  a  lower 
rate  of  interest  than  the  municipal  bond. 

The  serial  bond,  with  its  variety  of  maturing 
dates,  offers  an  investment  appeal  to  a  much  wider 
circle  of  buyers.  Investment  dealers  generally  feel 
that  it  is  easier  to  dispose  of  an  issue  with  varying 
maturities.  It  is  for  the  above  reason,  generally, 
that  bond  dealers  prefer  the  serial  bond  to 

1.  i.e. Sinking  Fund  Bonds. 

2.  Chatters,  C.H.  ,  &  Hillhouse,  A.M. ,  op.  cit. ,  p.18. 
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1 

the  sinking  fund  bond.  From  the  investors  point  of 

view,  there  would  seem  to  be  less  risk  attached  to  the 

serial  bond,  for  under  this  plan  of  debt  retirement,  if 

a  city  has  difficulty  in  meeting  its  obligations,  this 

fact  becomes  evident  at  once,  and  the  situation  can 

often  be  corrected  before  it  becomes  serious.  Under 

the  sinking  fund,  it  is  possible  that  an  unsatisfactory 

financial  condition  may  exist  for  years  and  not  become 

evident  until  the  city  is  in  danger  of  a  serious 
2 

default. 

The  sinking  fund  idea  was  very  popular  in  the 
early  years  of  the  present  century;  in  fact,  people 
almost  attributed  an  aura  of  magic  to  the  idea.  Once 
a  sinking  fund  was  set  up  all  problems  of  retirement 
were  supposedly  solved.  It  was  hard,  however,  for  one 
well  versed  in  public  finance,  let  alone  the  layman,  to 
determine  the  adequacy  or  the  solvency  of  the  fund  at 
any  one  time,  and  as  a  result  the  fund  became  subject 
to  grave  abuses,  which  undermined  its  usefulness.  The 
history  of  American  municipal  government  is  full  of 

1.  Ibid.,  Ch.  II. 

2.  Reed,  T.H.  ,  Municipal  Management,  New  York  &  London, 
1941,  p.215. 
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1 

instances  of  misuse  and  abuses  of  the  fund, 
c.  Unsound  Sinking  Fund  Management 

One  of  the  common  misuses  of  the  sinking  fund  is 
that  of  diverting  the  funds  to  uses  other  than  that 
for  which  the  fund  was  set  up.  In  times  of  distress, 
local  governments  have  frequently  used  the  fund  to 
retire  short-term  loans,  or  as  a  source  for  short-term 
funds.  An  instance  of  this  occurred  in  the  years 
following  1920,  when  Edmonton  used  the  fund  as  a  source 
of  short-term  loans.  By  the  end  of  1924,  after 
successive  yearly  loans,  the  city  owed  the  fund 
$2,586,458.  The  city  was,  however,  in  no  position  to 
retire  this  floating  debt  immediately,  so  in  1925, 
Edmonton  cleared  her  short-term  loans  account  with  the 
fund  by  selling  the  city’s  own  securities  amounting  to 
$3,852,526  to  the  fund,  under  a  twenty  year  short-term 
loan  consolidation  scheme.  Moreover,  these  securities, 
which  amounted  to  over  one  third  of  the  total  assets  of 
the  fund  ($9,504,112)  were  sold  directly  to  the  fund,  a 
practice  which  is  not  in  the  best  interests  of  sound 

1.  Munro,  W.B. ,  Principles  &  Methods  of  Municipal 
Administration,  p.472. 

Hillhouse,  A.M. ,  Municipal  Bonds,  Ch.  IX. 
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1 

sinking  fund  management.  Diversion  of  the  fund  has 

been  resorted  to  as  a  means  of  affording  temporary 

relief  to  taxpayers;  while  at  the  time  this  diversion 

of  funds  may  seem  the  lesser  of  two  evils,  it  does 

place  the  fund  on  very  shaky  grounds,  which  generally 

2 

puts  it  well  on  the  road  to  default. 

Some  local  governments  have  used  both  the  sink¬ 
ing  fund  and  the  serial  bond  together,  the  sinking  fund 
in  this  case  being  a  holding  unit  for  funds  to  retire 
serials.  It  is  argued  that  by  so  doing,  these  funds 
may  be  invested  with  some  return  rather  than  be  idle. 
The  same  object  may  be  obtained  more  cheaply  and  with¬ 
out  the  inherent  dangers  of  investing  these  funds,  by 
spacing  serial  maturities  so  that  they  come  due  when 
tax  collections  are  heaviest.  It  is  conceivable  that 
the  sinking  fund  would  have  some  advantages  in  spread¬ 
ing  out  peak  loads  of  unequal  serial  maturities  over  a 

period  of  years,  but  again,  this  should  be  prevented  by 

3 

proper  planning  of  the  serial  at  the  time  of  issue. 

1.  Edmonton  Financial  Reports,  Year  1924  -  p.38 

"  1925  -  pp. 68-70. 

2.  Hillhouse,  A.M.  ,  Municipal  Bonds,  Ch.  IX. 

3.  Chatters, C.H. ,&  Hillhouse, A. M. ,  Local  Government 
Debt  Administration,  pp.  19,  120  &  156. 
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It  has  also  been  a  common  practice  for  sinking 
funds  to  purchase  bonds  of  their  own  municipality.  If 
the  fund  purchases  bonds  that  are  already  held  by  the 
market  or  bonds  for  which  the  fund  was  set  up  to  retire, 
no  fault  can  be  found  with  this  practice,  for  it 
improves  the  city’s  credit  position  by  providing  an 
outlet  for  its  own  securities  on  the  market.  The 
danger  arises,  however,  when  the  fund  purchases  its  own 
city’s  new  issues  before  they  are  placed  on  the  market, 
in  which  case  it  is  quite  possible  for  the  sinking 
fund  to  provide  a  market  for  bonds  that  would  be  other¬ 
wise  unsaleable,  or  if  so,  at  a  considerable  discount. 
These  operations  can  mask  the  true  financial  position 
of  the  city  for  some  time,  thus  making  the  ultimate 
settlement  that  much  harder  to  effect. 

As  stated  earlier,  the  sinking  fund  has  been 
used  to  good  advantage  as  a  source  for  short-term 
loans;  if  these  loans  are  of  a  very  temporary  nature 
and  are  promptly  paid  back  there  can  be  nothing  wrong 
with  the  practice.  However,  it  would  seem  that  if  the 
city’s  credit  position  is  good  they  should  be  able  to 
secure  a  bank  loan  at  a  rate  equally  as  favourable  as 
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that  which  the  sinking  fund  can  allow.  On  the  whole 

this  is  a  very  had  practice  and  should  not  he  encour 
1 

aged. 


1.  Ihid.,  pp.140  &  18. 
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4.  EDMONTON*  S  EXPERIENCE  WITH  THE  SINKING  FUND 

The  securities  in  which  sinking  funds  have  been 
invested  have  also  proved  to  he  a  very  real  source  of 
weakness.  In  this  connection,  a  city  in  an  otherwise 
sound  financial  position  has  been  faced  with  default 
because  its  sinking  fund  contained  securities  of  a 
defaulted  municipality.  In  such  cases,  the  sinking 
fund,  rather  than  lessening  the  probabilities  of  default, 
makes  them  more  likely  and  cumulative.  This  is  very 
much  like  the  position  in  which  Edmonton  found  herself 
during  the  depression  years  following  1934.  Edmonton’s 
sinking  fund,  the  total  of  which  amounted  to  approx¬ 
imately  $9,600,000,  contained  securities  oj  a  par  value 
of  $1,200,000  of  defaulted  municipalities.  This  volume 
of  defaulted  securities  seriously  impaired  Edmonton’s 
credit  position,  with  her  sinking  fund  in  a  weakened 
and  scarcely  solvent  position  along  with  other  financial 
problems  arising  out  of  the  depression.  Edmonton  was 

pretty  well  forced  to  adopt  a  complete  refunding  of  her 

2 

debt  as  the  only  alternative  to  default. 

1.  Hillhouse,  A.M.  ,  Municipal  Bonds,  p.234. 

2.  Edmonton  Einancial  Reports,  1934  -  35  -  36. 
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Edmonton1 2 3 4 5 s  charter  of  1904  granted  the  city  the 

right  to  borrow  for  certain  capital  improvements 

subject  to  the  approval  of  a  majority  vote  of  the 

burgesses,  and  after  1915,  the  prior  approval  of  the 

2 

Provincial  Board  of  Public  Utility  Commissioners.  The 

charter  also  provided  that  a  sinking  fund  should  be  set 

up,  with  the  usual  safeguards  being  outlined,  to  plan 

3 

for  an  orderly  debt  retirement .  Outwardly  at  least, 

the  sinking  fund  worked  well  up  until  the  depression 

years  of  the  thirties,  when  due  to  rapidly  shrinking 

revenues  and  increased  relief  expenditures  it  was  found 

impossible  to  make  adequate  contributions  to  the  fund 

for  debt  retirement.  At  the  end  of  1936,  with  unpaid 

taxes  amounting  to  something  over  nine  and  one  half 

million  dollars,  the  current  city  shortage  stood  at 

over  two  and  one  half  million  dollars.  This  fact, 

along  with  "the  frozen  nature  of  some  of  the  securities** 

in  the  sinking  funds,  forced  the  city  to  adopt  the 

5 

refunding  scheme  previously  mentioned  above.  The 

1.  Edmonton  Charter,  s.  294  &  309. 

2.  Alberta,  Act  to  Establish  Board  of  Public  Utility 
Commissioners,  1915. 

3.  Edmonton  Charter,  s.  310  -  316. 

4.  Defaulted  Bonds,  see  p.97. 

5.  Report  of  Edmonton  Debenture  Holders  Committee, 

July,  1937. 
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refunding  plan  provided  for  consolidation  of  all  city- 
funded  debt  and  extended  the  maturity  date  for  thirty 
years.  All  old  city  bonds  held  by  the  sinking  fund 
were  substituted  for  new  debentures.  Provision  was 
made  for  the  retirement  of  the  new  debenture  debt  by 
means  of  thirty  annual  instalments,  sufficient  to  cover 
interest  and  principal,  to  retire  the  whole  debt  on 
maturity.  These  payments  were  made  to  the  sinking  fund 
which  was  to  use  these  annual  payments  to  purchase  any 
of  the  new  debentures  offered  for  sale  or  to  call  bonds 
when  an  insufficient  quantity  was  offered  for  sale  in 
any  year.  The  debentures  so  purchased  were  then  can¬ 
celled.  The  assets  of  the  sinking  fund  were  to  be 
liquidated  as  soon  as  the  trustees  of  the  fund  could 
obtain,  "as  nearly  as  possible"  the  face  value  of  the 
assets.  The  fund  was  then  to  use  these  proceeds, 
except  for  an  amount  of  $2,700,00  which  was  set  aside 
for  city  capital  expenditure,  and  a  further  amount  of 
$875,000  owing  to  the  city  from  the  fund  in  1935,  to 

retire  new  debentures  as  in  the  case  of  the  annual 

1 

payments  outlined  above.  The  obligations  of  the  sinking 

1.  Revised  Plan  of  Adjustment  of  Capital  Debt  of  the 
City  of  Edmonton,  July  2,  1937. 
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fund  to  the  city  of  Edmonton  were  fulfilled  in  1945, 

1 

with  all  outstanding  assets  being  accounted  for. 

Thus  the  sinking  fund,  although  still  in  exist- 
ence  in  Edmonton,  has  lost  all  its  former  significance 
as  an  instrument  for  debt  retirement.  The  fund  is  now 
simply  a  receiver  of  the  city's  annual  debt  payment, 
which  the  fund  uses  to  purchase  and  cancel  city  deben¬ 
tures  and  so  retire  the  debt.  The  sinking  fund  is  now 
simply  a  depository  for  debt  retirement  funds. 

The  city's  refunding  debenture  issue  bonds  were 
not  in  the  strict  sense  serial  bonds.  However,  the 
callable  features  of  the  bonds,  along  with  provision 
for  regular  purchase  of  the  issue  by  this  means  out  of 
regular  annual  sums,  has  in  effect  made  them,  for  all 
practical  purposes,  a  close  approximation  to  the  serial 
bond.  All  of  the  city's  current  borrowing  for  capital 
expenditures  is  done  by  means  of  the  serial  type  bonds, 
having  approximately  equal  annual  payments  for  the  life 
of  the  issue.  Smaller  principal  payments  in  the  earlier 
years  are  offset  by  the  heavier  interest  payments  of 
those  same  years.  An  illustration  of  this  principle  is 


1.  Edmonton  Financial  Statements,  Sinking  Fund,  1944-45 
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provided  by  the  deferred  serial  bond  issue  of  the  City 
of  Edmonton  in  May, 1944,  of  #9,150,000.  Annual  prin¬ 
cipal  payments  which  began  in  May, 1948  were  to  be 
$525,000.  Payments  of  this  amount  were  to  continue 

for  eight  years,  while  the  remaining  nine  payments 

1 

were  to  be  $550,000  each. 

1.  Prospectus,  City  of  Edmonton  Debenture  Issue, 

May, 15th.,  1944. 
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5.  CURRENT  OPINION  ON  BOTH  METHODS 


The  City  of  Edmonton’s  treasurer  and  sinking 

fund  secretary,  Mr .W. A, Plowman,  is  of  the  opinion  that 

the  various  serial  type  bonds  possess  very  distinct 

advantages,  most  of  which  have  already  been  enumerated 

in  this  section,  over  the  sinking  fund  bonds  as  a  means 

1 

of  debt  retirement.  In  this  connection,  all  bond 
issues  of  Alberta  municipal  units  coming  before  the 
Board  of  Public  Utilities  Commissioners  for  their 
approval  in  recent  years,  have  been  of  the  serial  type 
bond.  In  fact,  it  was  the  opinion  of  Mr. B. Massey  of 
the  Board,  that  a  sinking  fund  issue  would  not  be  en¬ 
couraged  by  the  Board,  due  to  the  investment  hazards 

2 

of  this  type  of  bond. 

While  the  current  trend  is  definitely  towards 

3 

the  serial  plan  of  debt  retirement,  which  is  conceded 

4 

to  be  the  better  plan,  it  must  be  remembered  that  the 


1.  Oral  Interview,  Feb. 13,  1950. 

2.  Oral  Interview,  Ian. 30,  1950. 

3.  Hillhouse,  A.M.  ,  Municipal  Bonds,  p.260. 

4.  Chatters,  C.H. ,&  Hillhouse,  A.M. ,  Local  Government 
Debt  Administration,  p.355. 
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serial  plan  is  by  no  means  a  cure-all  for  municipal 

financial  troubles.  In  fact,  this  type  of  debenture 

issue  did  contribute  to  default  during  the  depression 

of  the  thirties  which,  in  cases,  could  have  been 

avoided  or  more  likely  postponed  under  the  sinking  fund 
1 

plan,  This,  of  course,  may  be  a  blessing  in  disguise 
in  that  early  default  focuses  attention  on  the  problem 
when  there  is  still  time  to  effect  a  solution  and  avoid 
more  serious  difficulties.  The  serial  bond  does  suffer 
from  some  rigidity  that  does  not  exist  under  the 
sinking  fund  plan,  but  this  can,  in  a  large  measure,  be 
overcome  by  choosing  the  serial  which  is  best  suited 
to  the  municipality’s  needs,  so  that  the  total  burden 
of  maturing  bonds  is  spread  out  evenly  over  a  period 
of  years. 

The  serial  plan  does  possess  very  definite 
administrative  economies  and  advantages.  It  lessens 
risk  by  eliminating  the  question  of  investing  debt 
retirement  funds.  Inasmuch  as  it  does  encourage 
repayment  according  to  the  original  plans,  it  tends 
to  shorten  the  debt  period,  thus  allowing  more  freedom 
of  choice  in  future  years  for  public  spending. 


1.  Hillhouse,  A.M. ,  Municipal  Bonds,  p.234  footnote 
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It  is  well  to  remember  that  either  plan  is 
simply  a  technical  device  for  meeting  debt  payments, 
and  neither  method  can,  in  any  way,  replace  sound 
overall  financial  management  of  civic  affairs. 


PART  IV 


PROBLEMS  OF  EXPANSION  AND  THEIR  EFFECT 
ON  MUNICIPAL  FINANCE 
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1.  REASONS  FOR  EXPANSION 

Since  periods  of  rapid  expansion  have  been  one 

of  the  significant  causes  of  financial  difficulties 

for  many  municipal  units  in  both  Canada  and  the  United 
1 

States,  it  is  my  intention  in  this  section  to  deal  with 
the  financial  problems  arising  out  of  such  periods, with 
some  emphasis  being  placed  upon  the  continuing  effects 
of  past  expansions.  In  general,  the  need  for  such  ex¬ 
pansion  by  municipal  units  is  occasioned  by  either  an 
increase  in  the  services  provided  for  a  given  population 
or  by  an  actual  increase  in  the  population,  both  of 
which  may  be  aggravated  by  long  periods  of  under¬ 
development. 

a.  Increase  in  Services 

The  services  that  a  citizen  demands  and  expects 
to  receive  from  a  modern  city  have  increased  greatly 
during  the  past  fifty  years.  These  services  range  all 
the  way  from  the  services  of  light,  water  and  sewerage, 
to  the  provision  of  streets  and  sidewalks,  and  of  a 
rapid  transportation  system  radiating  from  the  centre 
to  all  parts  of  the  city.  In  addition  to  this, 

Hillhouse,  A.M. ,  Municipal  Bonds,  Ch.  VIII  Sc  IX. 
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education,  which  has  continually  broadened  in  scope,  is 
accepted  as  a  right  for  every  child  up  to  an  ever 
lengthening  period.  This  list  still  leaves  out  the 
various  social  services  that  are  part  and  parcel  of 
our  community  life;  however,  since  the  trend  in  Canada, 
and  in  other  western  countries  even  more  so,  is  for 
senior  governments  to  shoulder  more  and  more  of  this 
load,  we  shall  not  concern  ourselves  too  greatly  with 
the  burden  of  social  services  in  this  chapter.  The 
majority  of  the  increasing  services  expected  and  given 
by  municipal  governments  has  come  upon  them  rather 
gradually,  so  that  any  one  increase  has  not  generally 
been  sufficient  to  dislocate  local  government  finances 
entirely. 

b .  Population  Growth 

There  has  been  a  rather  steady  trend  of  popu¬ 
lation  increase  in  urban  areas  which  is  accounted  for 
by  the  natural  increase  of  the  population,  and  the 
further  noticeable  trend  of  people  away  from  the  rural 
areas  to  urban  ones.  This  is,  in  part,  due  to  the 
increasing  industrialization  of  western  countries 
which,  owing  to  the  economies  of  large  scale  production, 
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encourages  concentration  of  population  into  urban 
areas.  It  is  also  due  to  the  desire  of  people  to  share 
the  amenities  provided  by  urban  communities,  many  of 
which  are  not  possible  in  much  smaller  centres.  This 
shift  from  rural  to  urban  areas  has  been  fairly  pro* 
nounced  in  the  past  fifty  years  in  Canada,  and  espec- 

i 

ially  so  in  the  west  in  later  years. 

In  the  early  days  of  the  west  the  formation  of 
cities  was  rather  an  incidental  to  settlement  of  the 
fertile  western  farm  lands.  However,  as  suitable  farm 
land  was  absorbed,  the  increase  in  population  tended  to 
flow  to  cities.  Modern  farming  methods  which  enable 
one  man  to  farm  larger  and  larger  areas  has  probably 
stimulated  the  drift  to  the  cities.  All  in  all,  this 
has  been  a  pretty  gradual  shift  and  has  been  rather 
moderate  in  its  effects  on  municipal  finance.  However, 
the  sudden  growth  of  a  city,  such  as  that  occasioned 
by  the  discovery  and  large  scale  development  of  signif¬ 
icant  oil  resources  which  has  recently  happened  in 
Hdmonton,  has  been  a  major  problem  for  city  government 
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2.  HISTORY  OF  .DEVELOPMENT  IN  EDMONTON 
a.  Early  Expansion 

Before  we  can  fully  appreciate  or  understand  the 
financial  problems  facing  Edmonton  today,  it  is  necess¬ 
ary  to  examine  briefly  her  present  heritage  from  past 
expansions.  As  mentioned  elsewhere  in  this  work,  the 
years  from  1900  to  1914  in  Edmonton  were  years  of  rapid 
growth,  the  population  in  the  later  years  reaching 
something  over  72,000. 

Activity  in  the  pre -World  War  I  years  in  the 

city  was  over- stimulated  by  the  great  land  boom  of 

1910  -  1914.  Land  values  sky  rocketed  and  practically 

all  the  city  land,  totalling  about  27,000  acres  or 

110,000  city  lots  passed  into  the  hands  of  speculators. 

Land  assessment  figures  on  city  tax  rolls  reflected 
1 

these  values.  In  the  face  of  such  optimism  and  pros  - 
pects  for  double  fhe  population  in  five  years,  the  city 
was  called  upon  to  undertake  a  great  program  of  public 
works  to  service  the  recently  acquired  lands.  Lacking 
the  necessary  funds  for  such  works,  hut  with  high  hopes 
for  the  future,  the  city  resorted  to  large  scale 


1 


See  Appendix  A  for  Assessment  Statistics 
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borrowings,  which  were  to  be  repaid  out  of  future 
revenues,  to  finance  their  program. 

The  city  extended  sewer,  water  and  transport¬ 
ation  facilities  to  large  new  areas  in  advance  of 
settlement.  In  this  connection,  one  may  cite  several 

road  paving  projects,  the  most  ambitious  one  being 

1 

Portage  Avenue  which  is  now  known  as  Kingsway.  This 
wide  avenue,  which  was  to  be  the  new  city  centre, 
extended  a  distance  of  two  miles;  the  full  roadway  was 
paved,  double  tram  car  tracks  were  laid  and  sidewalks 
provided  throughout  the  entire  length.  Unfortunately, 
the  speculation  bubble  broke  and  the  proposed  building 
development  failed  to  materialise,  and  Portage  Avenue, 
like  similar  projects,  was  to  remain  for  the  next 
thirty  years  without  a  building  on  it,  complete  with  its 
tram  lines  upon  which  trams  never  operated,  as  an 
expensive  monument  to  a  period  of  over-zealous  expansion, 
b.  Lasting  Effects  of  Over-Expansi on 

In  the  years  following  1914  land  values  collapsed, 
the  city  tax  assessment  declined,  and  tax  collections 
amounted  to  scarcely  half  of  the  current  yearly  levies. 

1.  Renamed  in  honour  of  the  visit  of  King  George  VI 
and  Q,ueen  Elizabeth  in  1937. 
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Tax  arrears  mounted  and  population  declined,  throwing 

a  heavier  burden  on  fewer  people.  By  the  end  of  World 

War  I,  conditions  in  the  city  became  more  stable  and 

population  began  a  slow  rise  from  the  low  figure  of 

1 

51,000  in  the  previous  year,  but  by  this  time  the  total 

net  funded  and  short-term  debt  of  the  city  amounted  to 

2 

something  over  $29,000,000,  while  tax  arrears  amounted 

3 

to  nearly  $7,000,000. 

The  city  was  now  faced  with  the  problem  of  having 

to  provide  for  the  retirement  of  this  debt,  of  which 

the  annual  payment  of  principal  and  interest  on  the 

general,  local  improvement,  and  school  debt  alone 

4 

amounted  to  approximately  $1,500,000.  In  order  to  meet 

these  charges,  it  was  necessary  to  eliminate  or 

drastically  reduce  spending  upon  capital  improvements. 

During  the  five  years  prior  to  1927,  new  capital 

borrowings  on  the  general  account  amounted  to  only 
5 

$1,573,000,  or  slightly  more  than  one  year’s  debt 


1.  For  exact  figures  see  Appendix  C  on  populaton. 

2.  See  Appendix  D» 

3.  See  appendix  E  . 

4.  See  Appendix  F. 

5.  Edmonton  Finance  Report,  1926,  p.7. 
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charges  for  the  same  account.  During  the  same  time, 
spending  upon  public  utilities  was  limited  to 
$1,800,000,  while  spending  for  public  school  improve¬ 
ments  was  negligible. 

During  the  boom  years,  building  had  taken  place 
over  widely  scattered  areas  with  great  intervening 
empty  spaces.  This  greatly  increased  both  the  initial 
and  operating  costs  of  providing  utilities,  streets, 
transportation  and  school  facilities.  Thus,  the 
uncontrolled  expansion  of  earlier  years,  besides 
throwing  a  heavy  burden  of  annual  debt  charges  upon 
the  city,  had  also  greatly  increased  the  current  annual 
expenses  so  that  for  the  whole  period  of  the  early  and 
middle  twenties,  Edmonton  was  scarcely  able  to  main¬ 
tain  its  plant. 

Population  increased  gradually  during  the  period, 
reaching  something  over  74,000  by  1929.  In  this  year 
and  the  following  two  years,  Edmonton  undertook  a  more 
extensive  program  of  public  works  than  that  taken  in 
any  year  since  1913;  the  total  for  the  three  years 
1929  -  1931,  including  utilities  spending,  amounted  to 
approximately  $5,400,000.  Total  general,  special 
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improvement,  and  school  debt  charges  now  amounted  to 

over  $2,000,000  yearly.  These  increased  charges, 

occuring  at  a  time  when  revenues  had  fallen  off 

significantly  and  relief  costs  had  mounted  due  to  the 

depression,  proved  to  be  too  great  a  strain  on  city 

finances  and  the  city  was  forced  to  adopt  the  debt 

1 

refunding  scheme,  mentioned  in  Part  III,  which  lowered 
the  annual  debt  charges  but  extended  and  increased  the 
total  debt. 

With  the  lowering  of  the  annual  debt  charges 
and  declining  relief  costs  as  the  country  pulled  out 
of  the  depression,  the  city  finances  steadily  improved, 
especially  after  1938.  The  city  was  once  more 
approaching  a  stage  where  it  could  again  undertake 
capital  improvements;  however,  by  this  time  the  war  was 
upon  us,  which  meant  that  any  but  the  most  essential 
civic  projects  had  to  be  shelved  until  after  the  war. 
c.  Recent  Growth  and  Development 

By  1939,  city  population  had  reached  something 
over  90,000  and  total  assessment  figures  on  city  tax 
rolls  had  shown  a  slight  improvement  over  the  figure 
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of  $53,407,000  for  1938,  which  was  the  lowest  figure 
since  1911.  The  trend  in  population  and  assessment 
figures  for  the  next  few  years  continued  upward,  with  a 
significant  upsurge  in  population  occasioned  by  the 
large  influx  of  Americans  employed  in  the  construction 
of  the  Alaska  Highway.  This  increased  population  and 
business  activity  was  reflected  in  the  increased  assess 
ment  figures  of  1944. 

In  the  years  following  the  ’’American  invasion”, 
Edmonton’s  population  increased  at  a  uniform  rate  of 
about  3,000  persons  a  year  up  until  the  discovery  of 
oil  in  the  Ledue  and  Redwater  sectors.  The  1948  census 
reflected  this  activity,  showing  an  increase  of  8,000 
people  over  the  preceeding  year,  while  the  1949  census 
recorded  a  total  population  of  over  137,000,  or  a  gain 
of  11,000  over  1948.  In  the  seven  years  from  1942  to 
1949,  there  had  been  a  gain  of  40,744  in  population, 
or  42$.  The  gain  in  city  tax  assessments  during  the 
same  period  was  equally  impressive,  amounting  to 
$42,000,000,  or  a  42$  increase;  furthermore  this  gain 
occurred  without  any  change  In  assessed  values  for  the 
last  reassessment  took  place  in  1932. 
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The  general  prosperity  of  the  war  years  resulted 

in  greatly  improved  collections  of  current  taxes  and 

tax  arrears  which  substantially  reduced  the  amount  of 

tax  sale  land  liabilities.  These  increased  city 

revenues  occurring  at  a  time  when  capital  improvements 

could  not  be  undertaken  were  used  in  the  first  instance 

to  meet  the  annual  debt  charges,  and  secondly  to  reduce 

the  mill  rate,  which  lessened  the  burden  on  the 

property  taxpayer;  and  in  the  third  instance,  the  city 

used  this  excess  revenue  to  build  up  a  small  reserve 

for  future  improvements.  The  total  amount  of  reserves 

set  aside  for  improvement  amounted  to  slightly  over 

1 

$4,000,000  at  the  end  of  1945.  However,  the  reserve 
fund  included  almost  #2,800,000  which  had  been  obtained 
from  utility  surpluses,  and  hence,  was  earmarked  for 
specific  utility  improvements. 

On  the  surface  then,  it  would  seem  that  the 
city’s  financial  position  had  been  substantially 
improved,  but  when  one  considers  that  by  this  time  the 
city  had  accumulated  a  tremendous  backlog  of  public 
improvements -which  would  have  to  be  undertaken  shortly, 

1.  Edmonton  Financial  Reports  for  year  ending  Dec. 31, ’45. 
Total  Actual  Reserves,  #4,058,194 
Utility  Share  #2,794,654 
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it  is  apparent  that  there  was  no  sound  basis  for  this 
assumption.  We  have  already  pointed  out  that  for  the 
whole  period  of  the  twenties  and  the  thirties  and  the 
years  of  the  past  war,  with  the  exception  of  the  three 
years  from  1929  to  1931,  the  city’s  spending  upon  new 
improvements  and  maintainence  of  old  works  was  far  less 
than  that  required  to  keep  the  existing  plant  in  a  state 
of  good  repair.  Thus,  apart  from  having  to  provide  for 
any  increase  in  population,  city  spending  that  would  be 
required  to  maintain  and  rehabilitate  services  for  the 
existing  population  would,  be  greatly  in  excess  of  the 
reserves  set  aside  for  such  improvements. 

The  above  outline  of  past  developments  is 
sufficient  to  indicate  that  Edmonton’s  present  problems 
are  not  all  traceable  to  her  recent  population  increase. 
However,  whether  the  problems  are  the  result  of  past 
or  present  conditions  does  not  lessen  them  in  any  way, 
but  an  understanding  of  them  may  help  to  avoid  a 
repetition  of  some  of  the  same  mistakes.  Now,  in 
order  that  the  best  use  of  present  and  future  financial 
resources  can  be  made,  it  is  necessary  in  an  expanding 
city  to  make  certain  long  term  plans  regarding  the 
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nature  and  extent  of  capital  works  to  be  undertaken  in 
the  future.  Before  such  a  plan  can  be  formed,  it  is 
necessary  to  estimate,  as  accurately  as  possible, 
future  population  at  least  during  the  life  of  the  plan. 
'This,  of  course,  brings  up  the  question  of  how  accurate 
a  forecast  one  can  make  of  the  future  population  of  a 
ci  ty. 
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3.  PROBLEMS  OF  ESTIMATING  FUTURE  POPULATION 

It  seems  a  fairly  accurate  estimate  can  be  made 

of  future  city  population  based  upon  natural  increase, 

when  there  are  no  disturbing  factors,  such  as  net 

1 

immigration  or  emigration.  However,  when  such  disturb¬ 
ing  influences  are  present,  estimating  future  popu¬ 
lation  is  pretty  much  in  the  realm  of  speculation  with 
the  accuracy  of  such  an  estimate  being  no  better  than 
one’s  judgment  of  the  various  factors  considered  as 
having  a  significant  effect  on  population  growth, 
a.  Factors  Affecting  Population  Growth 

After  determining  the  factors  responsible  for 
the  growth  in  population,  one  must  consider  whether  they 
are  to  have  lasting  or  merely  temporary  effects.  We 
cannot  at  this  point  consider  all  the  factors  contribu¬ 
ting  to  Edmonton’s  rapid  growth,  but  the  mention  of 
some  of  the  more  important  factors  may  emphasize  how 
difficult  and  tenuous  an  estimate  can  be.  In  the  first 
instance,  Edmonton’s  geographic  location  has  assumed  a 
new  importance.  The  city  has  long  been  the  '‘Gateway 
to  the  North”,  but  with  the  opening  of  the  Alaska 
Highway  and  the  realization  of  the  vulnerability  of 
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the  vast  northland  from  the  standpoint  of  defence, 
Edmonton  has  gained  a  strategic  importance,  which  has 
resulted  in  an  influx  of  military  personnel.  Renewed 
interest  in  the  commercial  possibilities  in  the  north 
has  also  had  its  effect  upon  Edmonton’s  growth.  The 
city  is  also  the  distribution  centre  for  a  large,  rich 
and  diversified  farming  area  whose  prosperity  in  the 
past  has  been  quickly  reflected  in  business  activity  in 
the  city.  However,  the  oil  discovery,  cited  previously 
in  this  chapter,  has  been  on  the  whole,  the  most  influ¬ 
ential  factor  in  the  rapid  population  growth  of  the 
past  two  years.  The  development  of  the  surrounding  oil 
fields,  the  establishment  of  oil  servicing  firms,  the 
current  construction  of  oil  refineries  and  provision  of 
facilities  to  handle  and  transport  the  oil,  have  all 
had  the  effect  of  stimulating  population  growth. 

How  long  growth  at  the  present  pace  will  continue 
is  hard  to  say.  Once  the  surrounding  oil  fields  have 
been  fully  developed  and  drilled  out  and  the  collection, 
refining  and  distribution  of  the  product  provided  for, 
the  demand  of  the  oil  industry  for  workers  will  be 
fairly  constant  and  likely  less  than  at  present. 
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However,  if  the  presence  of  oil  and  natural  gas  encour¬ 
ages  other  industries  to  locate  here,  then  it  is 
possible  that  growth  will  continue  as  an  indirect 
result  of  the  oil  industry,  but  in  this  regard  it  must 
be  remembered  that  the  heavy  transport  costs  from 
Edmonton  to  the  larger  markets  for  manufactured  goods 
will  be  a  deterrant  which  must  be  offset  against  these 
favourble  factors. 

Again,  it  seems  very  probable  that  Edmonton  will 
be  strategically  important  for  some  time  to  come,  but 
this  will  depend  largely  upon  world  wide  national 
relationships,  which  are  indeed  hard  to  forecast.  This 
being  the  case,  it  would  seem  to  be  very  difficult  to 
predict  accurately  what  effect  this  factor  will  have  on 
future  population.  Thus,  the  effects  on  future  popu¬ 
lation  growth  of  both  of  these  recent  factors  are  some¬ 
what  uncertain.  Apart  from  the  above  factors, 

Edmonton1 s  location  in  the  centre  of  a  rich  agricult¬ 
ural  area  has  been  responsible  for  a  fairly  steady  rate 
of  population  increase.  There  is  every  reason  to 
believe  that  this  latter  influence  is  a  continuing  one 
and  will  Ipve  somewhat  similar  effects  on  future  growth 
of  the  city. 
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b.  Actual  Estimates 

In  Ocober  1948,  the  City  Commissioners  in 
presenting  a  tentative  construction  program  to  cover 
the  years  1949  -  54,  estimated  the  following  population 
figures 


1949 
19  50 
1951 
19  52 
1953 


133,000 

140,000 

148,000 

156,000 

165,000 


The  actual  figures  for  1949,  however,  were  4,000 


higher  than  the  first  estimated  year,  while  it  is 

expected  that  this  year*s  census,  to  be  taken  in  May, 

will  reveal  a  population  close  to  150,000. 

In  December  of  1948*  the  Natural  Gas  Companies 

of  Alberta,  in  their  submission  to  the  Alberta 

2 

Commission  on  Natural  Gas,  made  an  estimate  of  future 
populations  in  the  various  distribution  centres  on 
which  they  based  their  future  gas  requirements  until 
1960.  Their  estimate  for  Edmonton  up  to  the  year  1953 
closely  approximates  the  above  figures  used  by  the  City 
Commissioners;  however,  they  projected  their  estimate 
to  the  year  1960  giving  200,000  as  the  probable  figure 
for  that  year.  At  the  request  of  the  Conservation 
Board,  Professor  E.S. Keeping  prepared  an  estimate  of 
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future  populations  in  October  of  1949,  for  the  Province 
and  for  the  cities  of  Edmonton  and  Calgary.  Professor 
Keeping,  using  the  logistic  curve  method,  which  has 
explained  population  growth  of  several  American  cities 
satisfactorily,  made  the  following  estimate  for 
Edmonton 

1951  -  138,000 

1961  -  151,000 

1971  -  152,000 

This  estimate  ms  based  upon  census  figures  up  to  and 
including  the  year  1946,  hence  it  does  not  take  account 
of  the  recent  advance  in  Edmonton’s  population  due  to 
the  oil  discovery. 

On  the  basis  of  the  1949  city  census  and  the 
expected  figures  for  this  year,  it  seems  that  the  above 
forecasts  all  have  underestimated  growth  in  the  immed¬ 
iate  future.  On  the  other  hand,  Edmonton’s  Town 

Planner,  Mr. Pant,  in  January  of  this  year  predicted  a 

3 

population  of  300,000  for  Edmonton  in  1960.  This  would 


1.  City  Commissioners’  Report  to  the  Aldermen  of  the 
City  of  Edmonton,  October  29,1948. 

2.  Province  of  Alberta  Natural  G-as  Commission,  King’s 
Printer,  Edmonton,  1949,  -  Submission  of  Natural  Gas 

Companies  on  Future  Requirements  of  Natural  Gas. 

3.  Address  to  Edmonton  Chamber  of  Commerce,  as 
Reported  in  the  Edmonton  Journal,  Jan. ,1950. 
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mean  a  doubling  of  the  present  population  in  ten  years 
time. 

After  considering  these  estimates,  along  with 
various  factors  influencing  growth  in  Edmonton,  it  does 
seem  to  be  extremely  difficult  to  make  a  very  con” 
vincing  estimate  of  population  in  ten  years  time. 
However,  unless  we  have  some  very  significant  industrial 
development  in  the  immediate  future,  of  which  there  is 
no  indication  at  present,  it  seems  highly  improbable 
that  the  population  will  double  in  ten  years  time. 
Therefore,  except  for  rather  longer  range  plans  than 
ten  years,  it  seems  that  the  city  should  consider  a 
population  of  something  less  than  that  figure. 
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4.  TEES  NATURE  AND  EXTENT  OF  EXPANSION 

a.  New  Construction  in  Edmonton 

While  population  figures  reveal  the  actual 
growth  of  the  city  in  numbers,  they  do  not  give  much 
indication  of  the  problems  facing  the  city  as  a  result 
of  that  growth.  An  examination  of  the  construction 
which  has  taken  place  in  the  past  four  years  and  that 
expected  to  take  place  this  year,  may  give  a  better 
picture  of  the  problems  of  expansion.  The  following 
synopsis  of  statistics  on  building  permits  issued  in 
Edmonton  for  the  past  four  years  gives  some  indication 
of  the  volume  of  building  done  in  the  city  during  these 
years. 

1 

BUILDING  PERMITS  ISSUED  BY  THE  CITY  OF  EDMONTON 


Resi-  Apart-  Total, including 
dential  ment  Business  &  Value  of 
Year  Blocks  Alterations  Permits 


1946  1,582  9 

1947  1,051  4 

1948  1,886  38 

1949  2,777  36 


3,661  $15,020,453 
2,805  13,182,665 
4,079  27,132,329 
5,792  40,050,063 


Total  7,296  77 


16,537  $95,585,065 


1.  Building  Inspector’s  Office  Records,  Edmonton 
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Number  of  Dwelling  Units  in  Edmonton 
According  to  Census  of  June  1949 

Number  of  single  one 


dwelling  units 

Number  of  all  other 

26,773 

dwelling  units,  duplex,  etc. 
Number  of  single  units 

1.791 

28,564 

in  Apartment  Blocks 

5,650 

Number  of  Temporary  dwelling 
units  -  Air  Base  huts,  etc. 

1,061 

Total  Dwelling 

Units 

35,275 

When  one  compares  the  total  number  of  permits 
issued  for  new  residences  in  the  past  four  years, viz., 
7,296,  with  the  total  number  of  such  residences  in  the 
city  in  1949  (28,564),  it  is  at  once  evident  that  the 
city  has  had  to  provide  services  for  a  significant 
proportion  of  the  total  in  the  past  four  years. 
Furthermore,  it  is  expected  that  this  year  will  add 
another  3,000  new  residences  to  this  total,  which,  of 
course,  means  that  the  city  will  be  required  to 
provide  services  for  another  large  number  of  lots. 

The  total  value  of  the  permits  issued  in  the  past 
four  years,  amounting  to  #95,385,510.,  is  indeed 
significant  when  one  considers  that  the  value  of 
permits  issued  in  the  four  years  immediately  prior  to 
the  war  amounted  to  merely  $6,228,459.  Current 
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estimates  for  this  year's  building  permits  within  the 
city  are  $45,000,000.  In  addition  to  this  figure, 
refinery  and  pulp  mill  construction  immediately  east 
of  the  city  will  amount  to  $28,000,000. 

After  noting  the  tremendous  amount  of  construct¬ 
ion  which  has  been  undertaken  in  the  past  four  years 
and  that  which  is  expected  to  take  place  in  the  immed¬ 
iate  future,  we  can  get  a  clearer  understanding  of  the 
problems  facing  the  city  administration  whose  job  it 
is  to  provide  the  usual  urban  facilities  for  this 
program.  We  shall  at  this  stage  illustrate  the  scope 
of  these  problems  by  specific  reference  to  some  of  the 
usual  city  services. 

b.  Extensions  of  City  Services  Required 

Probably  the  first  requisite  city  service  for 
the  development  of  new  areas  is  the  provision  of  sewer 
and  water  needs.  To  meet  the  demand  for  these  services, 
the  city  has  had  to  extend  the  existing  lines  to  the 
new  areas  and  it  has  also  had  to  greatly  increase  the 
volume  of  water  supplied,  which  has  necessitated  big 
improvements  to  the  waterworks,  pumping  and  filtration 
plants.  However,  as  the  existing  feeder  lines  or 
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water  mains  were  laid  to  service  a  population  of  approx 
imately  100,000  persons,  the  city  has  now  reached  the 
stage  where  those  lines  are  not  capable  of  supplying 
the  present  demands  made  of  them,  and  it  is  therefore 
necessary  to  lay  a  whole  new  network  of  feeder  lines 
before  further  extensions  of  service  can  be  made. 

The  same  problem  faces  the  city  in  regard  to 
er 

providing  sewage  services,  not  forgetting  that  as  more 
and  more  roads  are  hard  surfaced,  the  city  is  also 
faced  with  the  problem  of  providing  storm  sewers  of  a 
size  large  enough  to  handle  the  run  off  water  during 
heavy  rains.  These  are,  of  course,  large  and  costly 
undertakings,  for  these  difficulties  are  not  confined 
to  specific  areas  but  are  ones  general  to  most  of  the 
city. 

In  undertaking  such  works,  it  is  necessary  to 
make  provision  for  a  fairly  long  period  into  the 
future,  that  is,  for  a  period  closely  approximating 
the  life  of  such  improvements.  In  this  respect,  the 
city  is  planning  to  lay  feeder  lines  which  will 
adequately  service  land  to  accommodate  a  population  of 
about  300,000.  This  means  that  until  the  population 
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approaches  something  close  to  that  figure,  the  existing 
citizens  will  be  bearing  a  proportionately  heavier 
burden  of  the  capital  cost  of  such  an  undertaking. 

This  seems  unavoidable  in  the  instance  of  water  and 

G27 

sewage  facilities,  for  if  these  plans  are  not  made 
sufficiently  far  into  the  future,  then  it  is  possible 
that  the  same  problems  would  have  to  be  faced  again 
well  within  the  lifetime  of  the  present  improvements. 

In  connection  with  such  projects,  the  total  costs  of 
laying  a  larger  sizer]  pipe  are  not  much  greater,  apart 
from  the  higher  cost  of  the  pipe  itself,  than  those 
which  would  be  incurred  for  laying  a  smaller  sized  pipe. 

Opening  up  of  new  areas,  likewise,  requires  the 
provision  of  streets,  sidewalks,  roads  and  generally 
some  transportation  services.  In  Edmonton,  the  cost 
of  providing  specific  local  improvements  such  as  side¬ 
walks  and  local  roads  are  levied  on  a  frontage  basis 
directly  on  the  property  served.  In  moderate  amounts, 
financing  such  projects  does  not  present  a  major 
problem;  however,  large  developments  of  this  nature 

can  have  an  indirect  influence  upon  general  finances 

1 

which  we  will  discuss  in  the  following  section. 


1.  See  p.  145 
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Arterial  roads  to  serve  such  areas,  are,  of 
course,  a  charge  upon  the  city  at  large,  and  therefore 
do  constitute  a  very  significant  problem.  In  this 
respect,  the  conversion  of  the  Edmonton  Transit  System 
from  street  cars  to  trolley  buses  has  not  only  necess¬ 
itated  the  construction  of  hard  surfaced  roads  to  serve 
new  areas,  but  has  also  meant  the  repair, and  in  some 
cases  complete  rebuilding,  of  existing  roads  which  had 
deteriorated  seriously  through  years  of  neglect. 

Edmonton’s  being  situated  on  both  sides  of  the 
Saskatchewan  River  at  a  point  where  the  banks  are 
particularly  high,  brings  up  the  additional  problem  of 
providing  for  cross  river  traffic.  The  increase  in 
traffic  as  a  result  of  population  growth  and  the  unfor- 
seen  widespread  use  of  motor  vehicles,  has  rendered  the 
original  bridges  inadequate.  Once  again,  it  is  advi¬ 
sable  when  making  capital  improvements  of  this  sort  to 
provide  traffic  arteries  that  will  be  adequate  for  the 
life  of  the  improvement,  and  yet  not  provide  services 
greatly  in  excess  of  requirements.  This  is,  briefly, 
the  problem  facing  Edmonton  with  regard  to  its  cross 
river  traffic. 
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The  city  has  recently  completed  expansion  of  the 
Low  level  bridge  and  is  at  present  rehabilitating  the 
105th.  Street  bridge.  Plans  for  conversion  of  the  High 
Level  bridge  have  been  shelved  for  the  present  owing 
to  the  costly  nature  of  such  an  undertaking,  and  there 
is  also  some  doubt  as  to  whether  conversion  of  this 
bridge  would  adequately  solve  the  problem  of  cross 
river  traffic. 

c.  Problem  of  Providing  Schools 

The  problem  of  providing  school  facilities  for 

the  increased  population  is  probably  the  most  costly 

single  item  facing  Edmonton’s  civic  government  in  its 

current  expansion  program.  The  following  figures  of 

school  enrolments  for  the  month  of  December  in  each 

case  from  1943  gives  some  indication  of  the  magnitude 
1 

of  the  problem. 


1943 

- 

14,271 

1944 

- 

14,776 

1945 

- 

15,268 

1946 

- 

15,302 

1947 

- 

15,642 

1948 

— 

16,497 

1949 

- 

17,948 

In  the  six  years  from  1943  to  1949,  there  has 
been  an  increase  in  school  enrolment  of  3,677.  Consid- 


1.  Annual  Report  of  the  Public  School  Board,  1948, p. 3 
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-ering  thirty  pupils  as  the  capacity  for  an  average  school 
room,  it  would  require  123  new  classrooms  to  provide  for 
this  increase,  which  would  represent  about  20  six- 
roomed  schools.  The  problem  has  been  further  aggra¬ 
vated  by  the  fact  that  nearly  two- thirds  (2,306)  of  the 
increase  has  occurred  in  the  past  two  years;  moreover, 

86%  of  this  increase  has  taken  place  in  the  elementary 
grades.  Since  it  is  desirable  to  provide  elementary 
schools  within  convenient  walking  distance  of^pupils 
homes,  it  has,  therefore,  been  necessary  to  make  provis¬ 
ions  for  such  school  facilities  before  a  new  sub¬ 
division  is  opened  up  for  settlement.  To  determine  the 
school  requirements  of  a  new  sub-division,  local  school 

authorities  estimate  that  there  will  be  li  children  of 

1 

school  age  for  every  new  house  built.  Thus,  a  project 
calling  for  200  new  houses  will  require  the  provision 
of  school  facilities  for  250  pupils. 

In  1946  the  city  began  a  school  construction 
program  to  rehabilitate  their  existing  plant  and  to 
take  care  of  the  increasing  enrolment.  At  the  end  of 
1949,  109  new  classrooms  were  in  operation;  however, 

1. 

Information  supplied  by  Mr.H.G.  lamer ,  Secretary- 
Treasurer,  Edmonton  Public  School  Board. 
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40  of  these  rooms  are  accounted  for  by  the  Composite 

High  School,  which  leaves  only  69  rooms  to  relieve  the 

1 

increased  pupil  load  of  the  elementary  grades.  The 

present  school  construction,  some  of  which  will  not  be 

completed  until  1952,  calls  for  the  provision  of  a 

further  160  classrooms  with  more  than  half  of  this 

2 

number  being  earmarked  for  elementary  schools.  The 
recent  building  program  up  to  the  end  of  1949  cost 
$4,168,888;  this  amount  along  with  an  estimated  $5,400,000 
for  the  current  program  will  make  a  total  outlay  of 
$9,568,888  for  school  construction.  The  magnitude  of 
this  program  may  be  seen  when  one  considers  that  the 
total  expenditure  for  this  program  will  be  considerably 
in  excess  of  the  total  capital  expenditure  on  Edmonton 
schools  for  all  the  years  prior  to  1946. 

1.  Ibid. 

2.  Edmonton  School  Board  Estimate,  1950. 


' 


. 


I 


, 


■ 


133 


5.  EFFECTS  OF  EXPANSION  OF  FINANCE  AND  DEBT 

a.  Post-war  Expansion  to  the  end  of  1948 

After  noting  the  nature  and  extent  of  some  of  the 
more  necessary  city  services,  it  now  remains  for  us  to 
see  what  effect  this  program  of  expansion  is  going  to 
have  upon  the  city’s  financial  position.  Before  contin¬ 
uing  our  study  of  city  finance,  we  should  recall  that 
the  city’s  funded  debt,  exclusive  of  school  debt,  is 
divided  into  three  parts  -  general,  local  improvement, 
and  utility.  The  general  debt  is  a  charge  on  the  city 
at  large,  hence,  the  issue  of  debentures  to  provide  for 
any  improvement  of  a  general  nature  will  increase  the 
general  debt,  and  funds  for  the  retirement  of  such  debt 
must  be  obtained  from  the  general  city  revenues.  Local 
improvement  debts  are  incurred  when  specific  improvements 

are  made  to  certain  properties  and  although  this  debt  is 

1 

contracted  under  the  credit  of  the  city  at  large,  the 
funds  for  retirement  of  such  debt  are  provided  for  by 
means  of  special  assessments  upon  the  property  concerned 
before  the  improvements  are  undertaken.  Money  borrowed 


1.  Edmonton  Charter,  Sec. 415,  para. 4 
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to  provide  for  extensions  and  improvements  to  the  city 

owned  utilities  forms  the  utility  debt,  which,  like 

local  improvement  debt,  is  an  ultimate  liability  of  the 
1 

city  at  large;  however,  under  normal  conditions  the  debt 
is  a  charge  on  the  utility  revenues. 

In  the  four  years  from  the  beginning  of  1945  to 
the  end  of  1948,  expenditure  on  capital  works  chargeable 
to  the  city’s  general  account  amounted  to  $4, 508, 602, 
while  local  improvements  accounted  for  a  further 
$1,764,410,  making  a  total  expenditure  of  $6,273,012. 

The  local  improvement  share  was  capitalized,  which 
represents  an  increase  in  net  debt.  However,  no  in¬ 
crease  in  debt  resulted  from  the  general  public  works 
expenditure  as  $516,565  was  provided  out  of  current 
revenues,  and  the  remainder,  amounting  to  $3,992,037, 
ms  obtained  from  the  General  Reserve  Fund.  During  the 
same  years  expenditure  on  improvements  and  extensions  to 
the  five  city  owned  utilities  amounted  to  $6,560,594. 

As  the  major  portion  of  this  expenditure  ($5,134,263) 
was  provided  for  out  of  utility  reserves,  the  net  debt 
increased  by  only  $1,426,331  over  the  period.  In 


1.  Edmonton  Charter,  Eec.476 
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addition,  the  school  construction  program  to  the  end  of 

1 

1948  amounted  to  $1,978,621  which  resulted  in  a  net 
increase  of  $1,591,292  in  school  debt  over  the  figure 
reported  for  1945.  Since  the  major  portion  of  the  city’s 
spending  on  utility  extensions  and  general  public  works 
was  provided  for  out  of  reserve  funds,  the  city's  four 
year  expansion  program,  costing  $12,833,606,  has  resulted 
in  a  comparatively  small  increase  in  total  debt  of 
$2,007,045  from  1945. 

From  1945  to  1948,  utility  debt  increased  by 
$1,832,128  to  $5,281,977  and  local  improvement  debt 
increased  by  $‘378,456  to  $1,361,09  5,  while  the  general 
debt  actually  decreased  by  $194,540  to  $12,249,361.  The 
total  funded  debt,  exclusive  of  school  debt,  amounted 
to  $18,892,433  at  the  end  of  1948.  Before  further 
comment  upon  the  city’s  financial  position,  let  us 
examine  the  reserve  funds, 
b.  Reserve  Funds 

The  utility  departments  had  for  many  years 
assigned  a  certain  portion  of  their  revenues  to  a 


1.  Includes  Separate  Schools 
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reserve  fund  which  they  used  to  finance  plant  improve¬ 
ments  and  extensions  from  time  to  time.  In  1941,  the 
city  set  up  a  similar  fund  known  as  the  General  Reserve 
Fund,  which  would  he  used  to  finance  post-war  general 
public  works. 

By  the  end  of  1943,  the  Utility  Reserves  amounted 
to  $1,591,913  and  during  the  next  five  years  an  average 
of  over  $1,356,000  was  contributed  each  year  from 
utility  earnings.  Thus,  the  utility  departments  were 
able  to  finance  the  major  part  of  their  $6,000,000 
expansion  program  out  of  reserves  and  still  have 
$1,171,625  in  the  account  at  the  end  of  1948. 

The  General  Reserve  account  amounted  to  $744,605 
at  the  end  of  1943.  Between  1943  and  1948,  a  total 
amount  of  $4,300,000  had  been  transferred  from  the 
Reserve  for  Uncollectable  Taxes  to  the  Public  Works 
Reserve.  This  sum,  along  with  interest  earnings  on  the 
fund,  has  enabled  the  city  to  finance  nearly  the  whole 
amount  ($3,992,037  out  of  $4,508,602)  of  public  works 
program  out  of  the  fund  and  yet  have  a  General  Reserve 
amounting  to  $1,715,221  at  the  end  of  1948. 

Contributions  to  the  General  Reserve  from  current 
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revenues  since  1943  have  been  confined  to  the  yearly 
suplus  of  revenue  over  expenditure,  which  forms  an 
almost  negligible  amount  of  the  total  reserve.  Thus, 
the  General  Reserve,  unlike  the  Utility  Reserve,  has  not 
been  a  planned  fund,  for  the  main  contributions  coming 
from  the  Uncollectable  Tax  Reserves  have  been  more  in 
the  nature  of  a  windfall. 

Following  the  slump  in  tax  collections,  which 
occurred  during  the  first  war,  the  city  set  up  an 
Uncollectable  Tax  Reserve  Fund  to  offset  future  non¬ 
collections  and  to  "meet  the  undoubted  deficit  that  would 

1 

occur  in  the  realization”  of  the  assets  represented  by 
tax  arrears.  Improved  tax  collections  and  the  increas¬ 
ing  amount  of  "Tax  Sale  Lands"  sold  by  the  city  during 
and  since  World  War  II  resulted  in  the  creation  of  an 
unusually  large  non- collection  reserve.  As  this  was 
considerably  in  excess  of  requirements,  the  city  turned 
over  the  large  amount  noted  above  to  the  General  Lublie 
Works  Reserve.  The  non-collection  reserve  amounted  to 
$2, 287, 828  at  the  end  of  1948.  However,  12,000,000  of 
this  amount  simply  represents  a  reinstatement,  due  to 

1.  Edmonton  Finance  Report,  1918,  Comment  by  the  Board 
of  Fublic  Utility  Commissioners,  p.5 
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the  increased  actual  value  of  tax  sale  lands,  of  the  1933 
write  off.  Hence  it  does  not  represent  an  actual  cash 
reserve.  Since  the  total  value  of  tax  sale  lands,  in¬ 
cluding  the  above  reserve,  for  non-collebtion  now  amounts 
to  only  $3,433,685,  it  is  evident  that  the  General 
Reserve  Fund  for  Public  Works  cannot  be  augmented  from 
this  source  in  the  future  beyond  the  above  amount. 
Furthermore,  these  funds  will  only  become  available  as 
tax  lands  are  sold.  Thus,  once  the  present  General 
Reserve  amounting  to  slightly  over  $1,000,000  is  ex¬ 
hausted,  the  money  to  finance  further  general  public 
works  will  have  to  be  borrowed.  On  the  other  hand, 
contributions  to  the  Utility  Reserve  of  an  amount  some¬ 
what  similar  to  the  past  yearly  average  ($1,355,621)  can 
be  expected.  This  reserve  then,  should  continue  to  help 
the  financing  of  utility  extensions, 
c.  Capital  Works  Program 

Thus,  at  the  end  of  1948,  with  reserves  seriously 
depleted,  part  of  which  would  not  be  renewed,  and  with 
revenues  just  sufficient  to  cover  current  expenses,  the 
position  of  the  city,  whose  total  debt  including  schools 
amounted  to  $22,857,433,  was  such  that  the  future 
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expansion  program  would  have  to  be  financed  almost 
entirely  with  borrowed  funds.  However,  Edmonton's  ex¬ 
pansion  program  was  by  no  means  complete  at  the  end  of 
1948,  for  accompanying  the  continuing  rapid  population 
growth  was  the  increasing  demand  for  city  services. 

Faced  with  the  problem  of  having  to  provide  these 
services  and  realizing  the  financial  position  of  the 
city,  the  City  Commissioners  found  it  necessary  to  take 
a  longer  range  view  of  future  requirements.  Therefore, 
at  the  end  of  October,  1948,  in  accordance  with  this 
view,  they  prepared  a  program  of  essential  new  public 
works  and  extensions  which  were  to  be  spread  over  the 
ensuing  five  years.  The  following  brief  summary  is 
presented  to  show  the  magnitude  of  the  proposed  program. 

Estimate  of  Essential  Construction  in  Edmonton 
(  000  omitted  in  each  case  ) 


Department 

1949 

1950 

1951 

1952 

19  53 

Total 

Utilities 

#2,501 

$2,369 

$3,399  $4,221 

$1,973 

$14,464 

General  & 
Local  Imp. 

4,021 

4,188 

3,404 

3,463 

3,478 

18,554 

Schools 

Public 

2,900 

1,750 

760 

1,500 

250 

7,160 

Separate 

150 

300 

150 

200 

200 

1,000 

Total 

Schools 

3,050 

2,050 

910 

i^ZOO 

450 

8.160 

Yearly 

Total 

$9,572 

$8,607 

$7,713  $9,384 

$5,901 

$41,178 
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This,  then,  represents  the  Commissioners'  esti¬ 
mate  of  the  cost  of  the  minimum  construction  program 
that  would  be  required  to  provide  essential  services  to 
the  expanding  city  to  the  end  of  1953.  Of  the  total 
program  amounting  to  over  #41,000,000,  the  Commissioners 
estimate  that  at  least  #35,000,000  would  have  to  be 
borrowed,  as  $6,000,000  ms  the  maximum  that  could  be 


financed  out  of  the  then  existing  reserves  of  about 
$3,000,000  and  expected  future  reserves. 

The  annual  debt  charges  in  1954  on  the  existing 
debt  of  $22,857,433  and  the  charges  on  the  new  debt  are 


compared  below. 


1 


Edmonton  Debt  Charges  in  1954  on  Exi s ti ng 
and  New  Debt 


Existing 

New  Debt 

Total  Debt 

Department 

Debt  Chges. 

Charges 

Charges  1954 

General 

$  677,872 

$  664,551 

$1,342,423 

Utilities 

811,991 

1,104,819 

1,916,810 

School 

362,254 

572,335 

934,589 

Local 

Improvmts. 

94,455 

514,939 

609,395 

Total 

$1,946,573 

$2,856,644 

$4,803,217 

1.  City  of  Edmonton,  Five  fear  Construction  Program, 
1949  -  53,  A  Report  by  the  City  Commissioners, 
Oct. 29,  1948. 
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The  total  debt  charges  which  will  have  to  be  met 
out  of  revenue  in  1954  amounting  to  $4,803,217  are  more 
than  double  the  debt  charges  of  $1,973,412  in  1948. 

Since  neither  the  utility  debt  charges  nor  those  on 
local  improvements  affect  the  general  municipal  tax  rate, 
we  will  not  devote  further  time  to  these  portions  of  the 
total  debt  charges.  However,  the  charges  upon  the 
general  and  school  debt  form  an  important  element  of  the 
city’s  yearly  expenditure  and  hence,  they  directly 
affect  the  taxes  levied. 

If  a  fairly  accurate  estimate  of  the  total  tax 
assessment  for  1954  were  available  it  would  be  a  simple 
matter  to  compare  the  effect  of  the  increased  debt 
charges  upon  the  municipal  tax  levy.  However,  as  the 
city  has  just  completed  a  land  reassessment  and  is  at 
present  undertaking  a  complete  reassessment  of  improve¬ 
ments,  the  first  such  reassessment  since  1932,  no  one 
in  the  Assessor’s  Department  would  hazard  a  guess  as  to 
what  the  1951  assessment  would  be,  let  alone  that  for 
1954.  I  shall  attempt  to  illustrate  this  in  another 
manner • 

In  1948,  the  total  general  debt  charges  were 
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|792,774  while  the  municipal  tax  assessment  was 
$90,835,000  for  the  same  period.  On  the  basis  of  the 
proposed  estimated  program,  the  general  debt  charges 
would  amount  to  $1,342,423  in  1954.  Now,  if  the  prop¬ 
ortion  of  debt  charges  to  the  assessment  is  to  remain 
the  same  in  1954  as  that  which  occurred  in  1948,  the 
total  assessment  in  the  later  year  would  have  to  be 
$166,430,000.  If  the  assessment  is  less  than  this 
amount  the  debt  charges  will  mean  a  higher  tax  levy. 

Of  course,  if  the  assessment  is  greater  than 
$166,430,000  the  resultant  levy  would  be  lower. 

The  city  assessment  figures  for  1950,  amounting 
to  $119,543,000  show  a  significant  increase  over  1948; 
part  of  the  increase  is  a  result  of  the  1949  land 

reassessment,  the  remainder  being  a  direct  increase  due 

1 

to  the  city's  growth.  On  this  basis  it  does,  then, 
seem  possible  that  the  assessment  could  increase  a 
further  $45,000,000  in  the  three  remaining  years. 
Therefor$,it  is  possible  that  this  program  could  be 
carried  out  without  an  increased  levy  due  to  the 

1.  Land  reassessment  increase  $9,610,340 
Improvement  increase  10 . 207 . 555 

$  19,817,895 


. 
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general  debt*  Such  is  not  the  case  with  the  school  debt, 
for  even  assuming  an  assessment  of  $166,000,000,  the 
increased  school  debt  charges  are  such  that  they  would 
require  an  additional  3  mills  on  the  tax  levy.  In  this 
connection,  it  is  worthwhile  mentioning  that  even  in 
1949  the  School  Board  was  forced  to  increase  the  school 
levy  from  29  to  31  mills;  as  the  council,  however, 
retained  the  overall  rate  of  49.5  mills,  this  meant  a 
reduction  in  the  general  city’s  expenditure  equivalent 
to  the  increase  in  the  school  spending. 

While  all  the  actual  figures  of  the  capital  works 
program  undertaken  in  1949  are  not  yet  available, 
indications  are  that  the  total  amount  of  the  program 
was  fairly  close  to  the  amount  set  out  in  the  five  year 
plan.  As  a  result  of  the  program  the  remaining  general 
reserves  were  exhausted  and  the  total  city  debt, 
exclusive  of  schools,  increased  by  $2,758,287  over  the 
1948  figure  to  #21,650,720  at  the  end  of  1949.  The 
largest  increase  in  debt  was  again  recorded  by  the 
utility  departments.  School  debt  increased  by  approx¬ 
imately  $2,500,000  making  a  total  school  debt  of 
$6,465,000,  while  the  overall  city  debt  amounted  to 
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$28,115,000  or  an  increase  of  something  over  $5,000,000 
for  the  year. 

While  the  construction  program  for  1949  conformed 
fairly  closely  to  that  provided  in  the  original  plan, 
it  appears  that  the  program  for  1950,  which  has  not  yet 
been  finally  adopted,  will  he  greatly  in  excess  of  that 
envisioned  in  the  five  year  estimate.  The  utility 
program  for  the  year,  which  is  fairly  definite,  amounts 
to  -$5,412,620,  whereas  the  former  plan  provided  for 
$2,368,800.  The  general  public  works  and  local  improve¬ 
ments  program  approved  by  the  Commissioners  in  October, 
1949  will  be  at  least  a  minimum  of  $7,215,800,  which  is 
$3,027,680  more  than  the  earlier  estimate  of  $4,188,120. 

The  Public  School  Board  has  already  approved  a 

1 

program  amounting  to  $5,400,000  which  will  carry  over 
into  1951.  The  original  estimates  for  these  two  years 
amounted  to  only  $2,410,000  which  is  #3,000,000  less 
than  the  present  program.  Thus,  the  minimum  1950 
expansion  program  will  cost  $18,328,400,  or  more  than 
double  the  amount  of  $8,607,000  set  out  in  the  five  year 
plan.  Furthermore,  about  #17,000,000  of  this  amount  will 

1.  Edmonton  Public  School  Construction  rrogram,  1950. 
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have  to  he  financed  out  of  borrowed  funds,  which  will 

result  in  a  60 °/o  increase  in  total  debt  in  one  year. 

Several  civic  officials  are  doubtful  if  the  city  will 

be  able  to  borrow  such  an  amount  in  one  year  at  the 

1 

going  rates  of  interest.  In  this  connection,  it  may  be 
noted  that  while  utility  and  local  improvement  debt  do 
not  affect  municipal  borrowing  directly,  when  they 
assume  large  proportions  they  will  tend  indirectly  to 
have  an  adverse  effect  on  general  municipal  credit. 

The  resulting  debt  charges  of  this  60 $  increase  will 

almost  undoubtedly  mean  an  increase  in  municipal  taxes 

2 

in  1951  even  after  allowing  for  a  substantial  increase 
in  assessment.  Moreover,  if  growth  continues  at  the 
present  rate  it  seems  that  the  city  is  committed  to 
further  expensive  expansion  programs  in  the  ensuing  year 
d.  Provincial  Government  Assistance 

The  city  can  expect  some  measure  of  financial 
assistance  from  the  recently  announced  plan  of  the 
Provincial  Government,  which  proposes  certain  direct 


1.  Oral  Interview  with  Commissioner  Hodgson, Feb. 1950. 

2.  Speech  by  Commissioner  D.B.Menzies  to  the  MeDougall 
Church  Men’s  Association,  as  reported  by  the 
Edmonton  Journal,  Feb.  1950. 
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financial  aid  to  municipalities  and  school  districts. 

The  Government  proposes  to  establish  a  fund  from  which 
school  districts  may  borrow  E5 %  of  their  approved  capital 
borrowings.  This  loan  will  be  interest  free  and  repay¬ 
able  in  ten  yearly  instalments  with  50%  of  the  annual 
payment  being  written  off  each  year,  which  means  that 
the  Province,  in  addition  to  interest  concessions,  will 
contribute  directly  one-eighth  of  the  capital  borrowing 
for  school  purposes,  within  the  extent  of  the  fund. 

Tlie  proposed  Provincial  fund  for  school  assistance  will 
total  #8,000,000.  In  addition,  the  plan  provides  a 
further  amount  of  over  $4,000,000  from  which  munici  - 

palities  may  obtain  loans  at  an  interest  rate  of  2%  to 

1 

finance  approved  self-liquidating  municipal  projects. 

This  plan  is  a  step  in  the  right  direction  and 
will  provide  a  measure  of  relief  to  municipal  finance 
in  general.  However,  when  one  considers  that  this 
revolving  fund  totalling  #12,000,000  in  all  is  to  serve 
all  school  districts,  school  divisions  and  municipalities 
in  the  Province,  it  is  evident  that  Edmonton  can  only 

1.  Budget  Speech  of  Premier  E.C. Manning,  as  reported 
in  the  Edmonton  Journal,  March  4th.  1950. 
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expect  to  finance  a  small  portion  of  the  costs  of  her 

expansion  program  in  this  manner. 

The  new  schedule  of  basic  school  grants  contained 

1 

in  this  year's  School  Grants  Regulations,  which  increase 
the  grants  per  room  from  #50  -  $90  per  year,  will  have 
the  effect  of  bolstering  the  city  school  revenue 
slightly.  Apart  from  these  increased  grants,  it  appears 
that  the  major  burden  of  financing  the  expansion  program 
will  have  to  be  borne  by  municipal  taxes. 

1.  Alberta  School  Grant  Regulations,  Orders  in  Council 
Nos.  157/50  &  184/5. 
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6.  CRITICISMS  AND  RECOMMENDATIONS 

It  was  evident  in  the  foregoing  discussion  of  the 
costs  of  the  1950  construction  program  that  Edmonton’s 
municipal  tax  would  eventually  have  to  be  raised  to 
cover  the  increasing  debt  charges.  Therefore,  when  the 
city  is  faced  with  the  certain  prospect  of  having  to 
increase  taxes  substantially  to  cover  the  finance 
charges,  it  would  seem  that  this  step  should  be  taken  at 
once.  Postponement  of  this  action  will  not  make  it  any 
more  acceptable  to  the  taxpayers  when  it  does  come, 
whereas,  if  the  increase  is  implemented  immediately 
while  we  are  still  in  a  period  of  prosperity,  it  would 
be  possible  to  finance  part  of  the  program  out  of 
current  revenue,  which  would  lessen  future  debt  charges 
and  maintain  the  city's  credit  intact. 

In  this  connection,  it  is  worth  noting  that 
Edmonton’s  mill  rate  was  successively  reduced  as  con¬ 
ditions  improved  from  a  high  of  64  mills  in  1934  to 
51.50  mills  for  1940,  1941  and  1942,  and  in  1943  it  was 
further  reduced  to  49.50  mills  where  it  has  remained 
ever  since. 

The  city  did  subscribe  to  the  idea  of  building 
up  a  reserve  in  1941,  as  the  following  quotation  from 
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the  Comptroller’s  Hep or t  would  indicate,  " .  the 

policy  of  setting  up  reserves  for  postwar  development 

1 

and  debt  reduction  should  he  adopted".  However,  in 
1943,  as  reserves  began  to  accumulate  due  to  general 
improved  conditions  and  the  lack  of  spending  on  public 
works,  civic  authorities  lowered  the  mill  rate,  which 
action  adversely  affected  the  reserve  fund.  As  we  have 
mentioned  earlier  in  the  work,  the  General  Reserve 
which  did  accumulate  was  almost  entirely  unplanned  and 
one  for  which  the  authorities  can  take  little  credit. 

If  Edmonton’s  tax  collection  figures  (see 
Appendix  G)  for  the  war  years  are  any  indication  of  the 
ability  of  residents  to  pay  taxes,  then  to  have  retained 
or  even  raised  the  tax  rates  would  not  have  proved 
burdensome.  It  may  also  be  noted  that  since  the 
assessment  had  not  changed  during  the  whole  period, 
even  the  same  mill  rate  levy  would  be  a  proportionately 
smaller  burden  on  the  taxpayer  in  post-war  years  than 
in  the  pre-war  years,  because  of  the  relative  price 
and  wage  increases  during  that  time. 


1.  Edmonton  Einancial  Reports,  1941,  p.9 
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The  mistake  of  lowering  the  tax  rate  during  the 
war  when  funds  were  not  urgently  needed  has  been 
continued  up  to  the  present  time.  This  tax  rate  has 
been  maintained  throughout  the  five  post-war  years  of 
prosperity  at  the  expense  of  the  accumulated  reserves 
from  tax  sale  lands  and  the  possible  future  impairment 
of  the  city’s  credit,  due  to  its  rapidly  mounting  debt. 
As  a  result  of  this  policy,  the  ratepayers  are  now  faced 
with  the  prospect  of  increased  taxes  at  a  time  when 
general  prosperity  is  past  the  post-war  peak.  It  would 
have  been  a  sounder  policy  to  have  increase  the  tax 
rate  substantially  immediately  the  post-war  construction 
got  under  way  and  to  have  financed  a  considerable 
portion  of  that  program  out  of  current  revenues,  and  to 
have  retained  the  tax  sale  lands  to  give  tax  relief  in 
a  period  of  under  prosperity.  This  unsound  fiscal 
policy  pursued  by  Edmonton  is  somewhat  typical  of  local 
government  policy  in  the  United  States  and  Canada,  the 
ill  effects  of  which  were  manifest  in  a  large  number  of 
cities  during  the  last  depression.  There  were,  however, 
instances  where  local  governments  did  pursue  sound 
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1 

fiscal  policies  during  the  war  period.  New  York,  Topeka 

and  Hartford  are  three  cities  wh'ch  have  adopted  plans 

2 

designed  to  improve  fiscal  policy. 

Another  departure  from  sound  tax  policy  in 
Edmonton  has  been  the  •  failure  to  make  periodic 
reassessments  of  land  and  improvements.  'Apart  from  the 
recent  land  reassessment  and  the  proposed  reassessment 
of  improvements  this  year,  the  last  general  reassessment 
in  the  city  took  place  in  1932,  when  land  and  improve¬ 
ment  values  were  at  particularly  low  figures.  Assuming 
a  10%  increase  in  assessment  over  the  1932  figures, 
with  the  mill  rate  remaining  the  same,  the  use  of  this 
low  assessment  has  resulted  in  a  loss  of  revenue  amount¬ 
ing  to  $3,564,000  over  the  ten  years  from  1940  to  1949. 

In  addition  to  this  revenue  loss,  considerable 
inequities  have  undoubtedly  developed  due  to  changing 
site  values  over  the  17  year  interval.  Moreover,  these 
low  assessed  values  have  encouraged  the  holding  of  a 
considerable  number  of  single,  unimproved,  but  serviced 

1.  Hansen,  A. H. ,  &  Perloff,  H.S. ,  State  and  Local 
Finance  in  the  National  Economy,  p.49. 

2.  Chatters,  C.H.  ,  &  Hillhouse,  A.M.  ,  Local  Government 
Debt  Administration,  p.584. 
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lots  for  speculative  reasons,  while  the  city  has,  at  the 
same  time,  had  to  extend  its  facilities  to  remote  points. 

The  city’s  "belated  start  on  long  range  planning 
has  also  contributed  to  their  present  problem.  Only  by 
a  combination  of  physical  and  financial  planning  can  a 
city  ensure  that  it  will  have  the  funds  for  needed 
future  improvements.  It  is  possible  that  had  Edmonton 
been  accustomed  to  long  range  planning  the  financial 
problems  of  expansion  now  facing  the  city  would  have 
been  realized  earlier  and  as  a  result  might  have  prompted 
the  city  to  provide  more  from  current  revenues  in  the 
past  five  years.  It  is  also  likely  that  a  complete 
reassessment  would  have  been  undertaken  at  a  much 
earlier  date.  The  five  year  program  of  capital  improve¬ 
ments  prepared  in  1948  appears  to  be  Edmonton’s  first 
attempt  at  long  range  planning.  The  fact  that  the  plan 
soon  became  outdated  because  of  the  city’s  rapid 
growth,  emphasizes  the  need  for  revising  and  projecting 
the  plan  further  into  the  future. 
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CONCLUSION 

The  problem  of  local  urban  government  finance  is 
that  of  obtaining  funds  to  meet  an  ever  increasing  civic 
expenditure  out  of  a  revenue  system  which  is  geared  to  a 
lower  level  of  government  spending.  Although  the  general 
property  tax,  which  is  the  chief  source  of  revenue  for 
local  government,  can  be  adjusted  by  changing  the  tax 
rate,  the  amount  of  upward  adjustment  which  can  be  made 
on  this  present  burdensome  tax  is  confined  within  very 
narrow  limits. 

The  alternative  to  increasing  the  property  tax 
burden  lies  in  finding  new  revenue  from  other  sources, 
or  in  the  transfer  of  some  of  the  present  local 
responsibilities  to  senior  governments. 

In  its  present  unsatisfactory  form,  the  Edmonton 
business  tax  does  not  give  much  promise  for  increased 
revenue;  however,  reform  of  the  tax  base  leading  to  a 
more  equitable  assessment  would  present  opportunities 
for  Increasing  the  productivity  of  the  tax. 

Apart  from  the  business  tax  and  the  trend  of 
increasing  Provincial  Government  grants  for  specific 
services,  there  seems  to  be  little  prospect  of  additional 
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revenue  from  the  existing  sources  nor  does  there  seem 
to  be  any  new  avenue  of  revenue  open  to  the  civic 
government.  A  hopeful  prospect  for  bringing  local 
government  expenditure  more  in  line  with  revenue  is  the 
trend  of  senior  governments  to  assume  responsibility 
for  some  services  which  have  been  traditionally  a  burden 
on  local  finance;  this  prospect  is,  however,  a  long-run 
trend  and  cannot  be  expected  to  materially  affect  city 
expenditure  in  the  immediate  future. 

In  view  of  the  limited  and  inflexible  nature  of 
municipal  revenue,  it  is  recognized  that  the  city, 
faced  with  heavy  expenditures  for  capital  improvements 
to  serve  a  rapidly  growing  population,  will  have  to 
finance  the  major  portion  of  such  a  program  out  of 
borrowed  funds.  However,  since  any  debt  so  created  will 
have  to  be  retired  out  of  future  revenue,  which  will 
only  increase  in  direct  proportion  to  actual  growth,  the 
amount  of  debt  which  should  be  incurred  will  depend  upon 
the  ability  of  future  resources  to  bear  the  charges  of 
such  debt.  Then  the  cost  of  any  extensive  public  works 
program  which  has  to  be  provided  out  of  borrowed  funds 
should  be  balanced  against  present  and  future  revenue. 
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The  problem  of  determining  a  reasonable  debt  load  is  a 
difficult  task,  for  a  debt  that  might  appear  to  be  well 
within  the  city’s  capacity  during  a  boom  period  may 
prove  to  be  very  burdensome  in  a  less  prosperous  period. 

Cities  in  past  periods  of  expansion,  Edmonton 
among  them,  have  tended  to  over-estimate  future  popu¬ 
lation  and  have  over-borrowed  to  provide  for  anticipated 
growth  which  did  not  materialize. 

In  an  a  attempt  to  restrict  local  government 
debts,  various  conditions  have  to  be  met  before  borrow¬ 
ing  can  take  place*  While  it  is  difficult  to  determine 
how  effective  these  checks  are,  they  have  not  been 
entirely  successful  in  preventing  over -borrowing.  The 
adoption  of  the  serial  bond  plan  of  debt  retirement 
tends  to  curb  borrowing  by  emphasizing  the  amount  of 
the  debt  charge  which  must  be  met  annually.  However, 
neither  borrowing  restrictions  nor  debt  retirement 
plans  can  ever  replace  sound  overall  municipal  manage¬ 
ment. 

While  we  have  tended  to  emphasize  the  dangers  of 
over  expansion  with  its  lasting  adverse  effects  upon 
public  credit,  the  other  extreme  of  over  cautious 
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development  can  add  materially  to  the  overall  cost  by 
necessitating  replacement  or  enlargement  of  improvements 
in  a  comparatively  short  time. 
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APPENDIX  A 


THE  CITY  OF  EDMONTON 
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APPENDIX  B 

THE  CITY  OE  EDMONTON  COMPARATIVE  TAX  STATISTICS 


%  of 


Year 

Business 
Tax  levy 

Gross  Tax 
levy. 

Gross 

levy 

1918 

$168,439 

$3,655,371 

4.6 

1919 

180,677 

3,701,763 

4.8 

1920 

254,103 

4,541,280 

5.5 

1921 

292,568 

4,103,302 

7.1 

1922 

294,865 

3,366,180 

8.7 

1923 

265,517 

3,293,723 

8.0 

1924 

260,476 

3,291,882 

7.9 

1925 

256,556 

3,615,592 

7.0 

1926 

282,665 

3,474,013 

8.1 

1927 

284,950 

3,606,843 

7.9 

%  of  Total 

Revenue 

1928 

277,293 

3,681,617 

7.5 

1 

1929 

298,485 

3,864,921 

7.7 

Bus. 

Prop. 

Utility  & 

1930 

303,968 

4,074,539 

7.4 

Tax 

Tax 

Gas  Eran- 

1931 

305,660 

4,285,289 

7.1 

chise 

1932 

300,391 

4,423,989 

6.8 

1933 

276,238 

4,423,989 

6.2 

5.1 

69.9 

18.0 

1934 

262,025 

4,409,733 

5.9 

5.1 

69.9 

18,0 

1935 

265,660 

3,742,982 

7.1 

5.7 

63.8 

20.5 

1936 

265,462 

3,756,760 

7.1 

5.8 

64.1 

21.8 

1937 

264,287 

3,694,191 

7.1 

5.6 

61.2 

24.6 

1938 

267,221 

3,668,480 

7.3 

5.7 

61.5 

23.9 

1939 

286,229 

3,595,379 

8.0 

6.1 

60.1 

24.1 

1940 

292,275 

3,605,642 

8.1 

6.2 

60.4 

23.8 

1941 

301,120 

3,675,917 

8.2 

6.2 

60.5 

24.0 

1942 

313,516 

3,747,370 

8.4 

6,4 

60.6 

22.4 

1943 

313,910 

3,665,389 

8.5 

6.3 

58.7 

22.6 

1944 

324,647 

4,221,565 

7.7 

6.3 

67.2 

16.7 

1945 

343,483 

4,401,215 

7.8 

6.3 

67.0 

16.1 

1945 

373,261 

4,705,194 

7.9 

6.1 

68.3 

14.3 

1947 

406,931 

4,979,870 

8.2 

6.4 

68.3 

12.6 

1948 

467,861 

5,444,340 

8.6 

5.6 

67.0 

11.7 

Average 

Jr 

7.6 

6.07 

63.9 

19.7 

§  Average  since  1921 

1.  Includes  taxes  and  profits  on  city  owned  utilities. 
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APPENDIX  C 

TEE  CITY  OE  EDMONTON 
POPULATION 


1900 

- 

3,000 

1906 

— 

14 , 088 

1912 

— 

53,611 

1913 

— 

67,243 

1914 

— 

72,516 

1917 

- 

51,000 

1319 

— 

60,000 

1922 

— 

60,000 

1924 

- 

63,160 

1926 

— 

66,415 

1928 

- 

69,744 

1930 

— 

77,557 

1932 

- 

78,387 

1934 

— 

79,773 

1936 

— 

85,470 

1938 

- 

88,887 

1940 

— 

91,723 

1941 

- 

93,924 

1942 

— 

96,725 

1943 

— 

105,536 

1944 

- 

108,416 

1945 

— 

111,745 

1946 

— 

114,976 

1947 

— 

118 , 541 

1948 

— 

126,609 

1949 

137,469 
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APPENDIX  D 
THE  CITY  OF  EDMONTON 


NET  CITY 

NET  SCHOOL 

FLOATING- 

YEAR 

DEBT 

DEBT 

DEBT 

1918 

$20, 649 ,420 

$3,335,915 

$5,398,488  x 

1920 

19,267,980 

3,169,412 

5,369,361  x 

1922 

20,490,844 

3,492,762 

5,786,562  x 

1924 

21,058,357 

3,668,264 

4,790,369  x 

1925 

25,394,478 

3,620,547 

1927 

24,250,040 

3,580,428 

644,859 

1929 

23,785,251 

3,746,222 

527,546 

1931 

24,088,710 

3,633,719 

1,921,413 

1932 

22,866,332 

3,590,955 

2,924,075 

1934 

21,179,209 

3,310,971 

4,002,009 

1936 

20,789,992 

3,023,672 

3,511,667 

1938 

22,210,964 

2,890,871 

3,053,717 

1940 

21,676,776 

2,773,371 

2,692,962 

1941 

21,274,872 

2,700,726 

2,113,473 

1942 

20,662,589 

2,625,395 

1,844,684 

1943 

19,958,160 

2,529,686 

1,923,466 

1944 

19,136,148 

2,447,833 

1,944,006 

1945 

16,885,388 

2,373,708 

2,614,579 

1946 

16,534,624 

3,646,000 

3,738,334 

1947 

17,206,972 

3,453,000 

3,784,738 

1948 

18,892,433 

3,965,000 

2,258,476 

x  short-term  loans 
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YEAR 

THE  CITY 

OF  EDMONTON  TAX 

STATISTICS 

<f>  OF  LEVY 
COLLECTED 

CURRENT 
TAX  ARREARS 

TAX  SALE 
LANDS 

TOTAL 

OUTSTANDING 

1918 

#6,755,760 

#6,755,760 

54.  5$ 

1920 

5,279,115 

#2,545,150 

7,824,265 

73.4 

1922 

3,152,085 

5,519,796 

7,644,637 

80.0 

1924 

1,780,309 

7,027,658 

6,817,163 

105.2 

1926 

1,296,381 

7,486,604 

6,592,377 

106.2 

1928 

910,230 

7,177,526 

5,719,629 

115.4 

1930 

1,084,070 

7,960,341 

5,358,018 

98.8 

1932 

1,754,322 

7,032,317 

5,728,006 

91.2 

1934 

2,533,118 

5,404,623 

6,651,783 

90.0 

1936 

2,076,959 

5,780,667 

6,154,266 

103.6 

1938 

1,815,656 

5,771,483 

4,924,958 

107.0 

1940 

1,540,237 

5,493,500 

3,493,883 

111.5 

1941 

1,274,852 

5,376,382 

2,998,527 

112.6 

1942 

983,706 

4,809,901 

2,338,440 

115.0 

1943 

696,364 

4,279,425 

1,342,661 

124.0 

1944 

455,549 

1,224,580 

1,224,580 

123.3 

1945 

455,549 

2,692,919 

1,156,566 

125.5 

1946 

459,052 

1,670,788 

1,069,346 

125.1 

1947 

521,785 

1,323,167 

1,128,567 

111.6 

1948 

488,224 

3,323,167 

1,145,857 

117.8 

168 


APPENDIX  E 
THE  CITY  OE  EDMONTON 


DEBT  CHARGES  CAP  I TAL  EXE'  ENDI  TUBE 


YEAR 

GENERAL  & 
IMPROVEMT. 

PUBLIC 

SCHOOL 

GENERAL  & 
IMPR07EMT. 

PUBLIC 

SCHOOL 

UTILITY 

1981 

$1,377,811 

#835,375 

$  867,943 

1988 

1,044,486 

841,449 

844,518 

634,415 

1983 

957,536 

848,801 

887,741 

175,000 

1984 

1,001,368 

856,849 

598,437 

149,633 

1985 

1,138,168 

853,430 

453,189 

45,078 

1986 

1,406,446 

853,453 

565,083 

#120,000 

171,671 

1987 

1,461,544 

858,008 

465,790 

59,951 

185,721 

1988 

1,467,877 

355,038 

577,643 

395,000 

203,364 

1989 

1,588,090 

873,707 

1,889,931 

10,000 

190,145 

1930 

1,633,834 

876,585 

1,346,803 

150,000 

614,008 

1931 

1,888,895 

888,985 

1,101,178 

127,500 

635 , 456 

1938 

1,949,959 

398,937 

368,716 

X 

368,716 

1933 

1,844,831 

888,645 

405,681 

141,972 

1934 

1,949,833 

371,968 

4,961 

158,024 

1935 

1,731,895 

868,474 

819,636 

579,431 

1936 

1,588,461 

364,113 

859,111 

283,109 

1937 

1,186,984 

808,476 

808 

357,897 

1938 

1,040,598 

188,955 

367,357 

832,781 

1939 

1,086,979 

186,658 

185,418 

295,057 

1940 

1,067,500 

196,488 

859,475 

219,439 

1941 

1,087,185 

300,178 

353,598 

26,826 

1948 

1,188,401 

197,441 

845,389 

1943 

1,188,907 

195,446 

858,838 

569,306 

1944 

1,841,813 

198,463 

389,969 

637,812 

1945 

1,154,667 

194,157 

875,733 

X 

1,011,907 

1946 

1,097,816 

807,155 

1,077,990 

116,965 

1,575,564 

1947 

1,001,683 

810,197 

1,566,433 

362,638 

2,512,143 

1948 

948,897 

809,700 

8,758,856 

932,789 

1,460,980 

x  No  new  borrowing  for  school  expenditures  from  1932-45 
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APPENDIX  G- 


CITY  OF  EDMONTON  TAX  COLLECTIONS 


CURRENT 

TAXES 

ARREARS 

TOTAL 

YEAR 

UNCOLLECTED 

COLLECTED 

COLLECTIONS 

1932 

$1,033,423 

$  643,304 

$4,033,870 

1934 

1,225,215 

785,261 

3,969,779 

1937 

690,478 

885,459 

3,889,173 

1940 

545,849 

961,909 

4,021,702 

1942 

428,779 

993,555 

4,312,146 

1943 

287,474 

1,185,389 

4,593,304 

1944 

259,108 

1,244,458 

5,206,916 

1945 

232,963 

1,354,095 

5,522,348 

1946 

272,359 

1,453,778 

5,886,614 

1947 

325,342 

902,333 

5,556,861 

1948 

321,110 

1,294,835 

6,418,065 
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